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Classification of Accounting Data—X|l 


By A. A. FitzGeracp anp L. A. SCHUMER 


SPECIAL PROBLEMS 
» When an accounting system is required, as in most instances it is, to exhibit 
“both Revenue and Expense for accounting periods and financial status at 
Sarticular points of time,-some peculiar problems may arise. The apportion- 
iment of Revenue and Expense by accounting periods will, under a system 
double entry bookkeeping, automatically throw certain items of Revenue 
+ Expense into deferment amongst Liabilities and Assets respectively, but 
jm the compilation of a statement of financial status there may be considera- 
Mions which warrant a different treatment. Moreover, useful purposes may 
served in the statement of financial status by exhibiting items of Deferred 
‘Expense in two parts, viz., the cumulative total of expenditure, and the 
amounts charged to Expense, to the date as at which financial status is being 
hdttermined. 
So far as Deferred Revenues are concerned, specific items for consideration 


(a) Provision for Doubtful Debts. 
(b) Provision for Cash Discounts on Sales. 


| Discussions earlier in this series of articles have indicated the reasons for 
siteating these items as Deferred Revenues. In the Balance Sheet, however, 
site extraction of balances as they stand in a ledger kept on the double-entry 
thod will result in the debtors, in respect of which provisions have been 
ade, being stated among the Assets in full total, and the Provisions being 
Mated among the Liabilities as Deferred Revenues. So far as the Balance 
tet is concerned, however, useful purposes may be served by stating the 
Debtors at the net figure at which they are expected to be realised in cash, 
and from that viewpoint it may be desirable to offset the provisions for bad 
@edts and cash discounts against the Asset to which they relate. It is not 
M@sirable that the provisions should be completely merged into the Debtors’ 
Mount, because that account is used to indicate the total of debts legally due 
WM the undertaking, and the provisions for bad debts and discounts are merely 
Stimates of losses expected to be incurred in the subsequent realisation of 
debts. All purposes will therefore be served if the classification is designed 

as to permit Debtors to be stated in the Balance Sheet as under: 

Debtors .. a aa ‘ia ia? 
Less Provisions for— 
Doubtful Debts... ie 
Cash Discounts... nic £ 


| These provision accounts thus assume the position of negative accounts in 
lion to the Asset accounts to which they refer, and, when the Debtors’ 
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item is re-classified on any basis, the provision accounts should be similarly 
classified so that the net value of each group can be shown separately. 
The foregoing treatment recognises the accepted basis of valuing debts for 
inclusion in a Balance Sheet. 
So far as Deferred Expense is concerned, the items concerned are: 
(a) Provision for Cash Discounts to be deducted from creditors’ 
accounts ; 
(b) Provisions for loss on realisation of commodities ; 
(c) Provisions for depreciation of durable equipment and other fixed 
assets. 


Creditors will be stated in the Balance Sheet according to the legal liability 
entered in the accounts, and provisions for cash discounts, which may be 
deducted when making payment subsequently, are merely estimates. For that 
reason it is appropriate to regard the provision as a negative account for the 
purpose of bringing the total of creditors down to the figure at which they 
are expected to be actual liabilities payable in cash. In the Balance Sheet, 
therefore, creditors should be shown in the following way: 


Creditors .. cr. ei a 
Less Provision for cash discounts i. a £ 


Expenditure on the purchase of commodities for re-sale Or conversion into 
saleable products is usually apportioned between accounting periods on the 
basis that the expenditure carried forward to future periods is the cost of the 
materials or merchandise unsold at the end of the accounting period, or the 
market value, whichever is the lower.! Accounting data in relation to 
materials or merchandise may be required for the purpose of disclosing losses 
by theft, damage or wastage, and may therefore require unsold or unused 
stocks to be valued primarily on the basis of cost and subsequently reduced, 
wherever necessary, to market value in the event of the value being lower in 
respect of any or all of the items included in the stock. This may give rise 
to the necessity to charge expenditure on these commodities to the Expense 
of a particular accounting period in two parts, viz.: 


(a) The cost of the commodities used or sold; and, 
(b) the fall in value of the unsold or unused stock. 


The maintenance of cost values in the accounts may also necessitate the 
item of Deferred Expense being treated in two parts, viz., 
(a) The cost value of the unused or unsold stock; and, 
(b) the provision made for the fall in value of the unused or unsold 
stock. 

The accounting records may therefore provide for a positive and a negative 
account so that the position at any particular point of time may be clearly 
seen, as, for example: 

Stocks of Merchandise on hand (at cost) .. £ 
Less Provision for fall in value .. af £ 


Where expenditures on durable equipment and other fixed assets are appor- 
tioned, it is possible that the date upon which the benefit of the expenditure 
will expire is known precisely, as in the case of leaseholds. Usually, however, 
in such instances as machinery, buildings, mineral resources, goodwill, etc. 
the apportionment of the expenditure is a matter of opinion. It is therefore 
desirable to maintain in the accounting records such data as will enable the 
original expenditure and the amounts charged to Expense from time to time 

1. For a criticism of this so-called “golden rule,” and an examination of other bases of 


valuation, see A. A. Fitzgerald, “The Valuation of Stocks on Hand”: The Australian Accountant, 
August, 1938. 





1943 THE AUSTRALIAN ACCOUNTANT 169 


to be ascertained separately. This need is simply met by keeping two accounts 
for each item of Fixed Expense—one containing the data relating to the 
costs charged to the item from the time of acquisition and the other contain- 
ing the amounts charged to Expense from time to time. The difference 
between the two accounts is the net value deferred to the future. The adop- 
tion of this procedure will enable items to appear in a Balance Sheet in the 
following way: 

Buildings (at cost) ' 

Less Provision for Depreciation ‘ 


Machinery (at cost) : 
Less Provision for Depreciation : 


Goodwill (at cost) oe : oe 
Less Provision for Amortisation. : a” £ 


It should be noted, however, when the account covers more than one item, 
as in the instance of machinery, the retirement from use of any particular 
item should be accompanied by the elimination of the related value from the 
accounts, so that the values appearing in the Balance Sheet relate only to 
items which are actually in existence at the date as at which the status is 
being determined. 

There is room for treatment of Cash Discounts in accounting data other 
than that described in this series of articles, and readers are referred to a 
report made upon the subject by a special committee appointed by the Com- 
monwealth Institute of Accountants.” 


PREPARING A PLAN OF CLASSIFICATION 


So far this series of articles has been devoted to a survey of the theories 
and doctrines which influence the manner and extent of classification of 
accounting data. The practical application of those theories and doctrines is 
now to be considered. 

The classification of accounting data requires: 

(a) The use of the double entry method of bookkeeping ; 

(b) a series of ledger accounts suitably designated and adequate in 
number to meet all demands for data; 

(c) the establishment of an organised method of collecting and recording 
the data; and 

(d) suitable forms for presenting the information collected in the 
accounts. 


It is obvious that the whole system must be planned in advance, and in that 

planning the following matters should be taken into consideration : 

(a) The nature of the undertaking, its basic form of organisation, and the 
objects for which it is established ; 

(b) the administrative structure, including the extent to which responsi- 
bilities are delegated within the undertaking and the basis of delegation, 
e.g., functional, commodity, service, or territorial ; 

(c) the persons interested in accounting data, e.g., the State, shareholders, 
partners, members, or the community ; 

(d) the extent to which the law has any influence on the financial affairs 
of the undertaking ; 


By y The Australian Accountant, April, 1940, and also L. A. Schumer, Cost Accounting, 
Chapter 1. 
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(e) the fundamental basis upon which the accounting records ought to 
be based, i.e., cash basis or liability basis ; 

(f) the necessity (if any) for apportioning Revenue and Expense to 
accounting periods and the appropriate periods for that purpose; and, 

(g) the extent to which facilities will be available for the establishment and 
maintenance of the accounting records. 


The minimum classification is the basis of the final plan, and in most under- 
takings this may be taken to include Assets, Liabilities and Proprietorship, 
together with Revenue and Expense as a special part of the Proprietorship 
transactions. In beginning the classification for a particular undertaking each 
of these five groups should be considered in relation to the various bases for 
further sub-division, discussed in previous articles in this series. In most 
instances it will be necessary to select the dominant basis of classification, 
having in mind the most important use to which the data is to be put, and then 
apply successively other bases according to their importance. An example 
of this progressive classification was given in the fifth article in this series! 
and in most instances this type of classification will be needed. 

In other instances, it may be difficult to select one basis as being dominant, 
but provision must be made to provide a classification of the same data ina 
variety of ways. For example, Fig. 10 shows a plan for classifying Expense 
in a retail store in two ways, viz., according to nature of the item and according 
to functions. A maximum of 84 accounts would provide the information to 
be collected in such detail as would enable either classification to be used at 
will. In the particular illustration, the dual classification of every item is 
not required in some instances, so that the number of accounts is reduced 
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Fig. 10. Double classification of Expense 


3. See The Australian Accountant, October, 1942, page 490. 
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to 55in all. The use of this number of accounts would enable the following 
information to be extracted: 
(a) the total expense charged under each natural heading; 
(b) the total expense under each functional heading ; 
(c) a classification according to function of the expense charged under 
each natural heading; and, 
(d) a classification according to the nature of the item of the expense 
charged under each functional heading. 
In building up the classification of Assets, Liabilities and Proprietorship, 
the dominant bases of classification will be influenced by the form of the 
Balance Sheet. It may therefore be expected that the order will be 


(a) Permanency, i.e., Current or Fixed; 
(b) Nature of the item; 


with others following and varying according to the particular item, e.g., cash 
according to funds, debtors according to persons, merchandise according to 
administrative responsibilities, buildings and plant according to territories 
or departments plus a further sub-division according to individual machines ; 
and so on. 

Any classification should, of course, be limited to absolute necessities, but 
the desire to avoid a large classification in the beginning sometimes results 
in subsequent amendments which may involve a complete revision of the 
dassification, or otherwise require further analysis of particular accounts to 
segregate data which could have been more easily classified in the first instance. 

The plan thus developed should be tested in the following ways: 

(a) The form in which the Profit and Loss (Revenue and Expense) 
statements and the Balance Sheet are required to meet the greatest 
demand for detail should be drawn and submitted to the persons 
concerned. Usually it will be found that the greatest demand for 
detail comes from the management, and that needs such as those of 
shareholders, bankers and creditors can be met by a condensation of 
the information gathered for the other purpose. 

(b) The needs for accounting information in subordinate responsibilities 
should be ascertained and any necessary amendments of the planning 
made. 

(c) The methods to be adopted for the collection and recording of the 
accounting information should be planned. This requires at least the 
rough drafting of all original accounting documents, journals, and the 
journal entries which will be required to place the data in the ledger 
accounts. 

The finally accepted plan should be embodied in a written “Chart of 
Accounts,” deviations from which should be permitted only by responsible 
oficers. In preparing the “Chart,” the following rules should be followed: 

(a) The accounts should be listed in the order in which they are to appear 
in the ledger, preferably following the order of Revenue, Expense, 
Assets, Liabilities and Proprietorship. This permits the major state- 
ments—Profit and Loss Statement and Balance Sheet—to be drawn 
from the ledger without re-arrangement of data. It is preferable also 
to keep the Revenue and Expense accounts in the earliest section of 
the ledger because usually the greatest number of entries appears in 
those accounts. 

Each account should be given a brief but explicit title. The use of 
titles such as “Contingencies,” “Suspense,” “Adjustment” should be 
avoided. Where there is any opening for doubt as to the transactions 
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to be recorded in any particular account, explanatory notes should be 
given. 

(c) Each account should be allotted a symbol or number to indicate the 
order in which the accounts should appear in the ledger, thereby acting 
as an index toa the ledger and also as a reference to the account in the 
other accounting records and original documents. 

(d) The sources of all accounting entries should be listed and an explana- 
tion given in journal entry form of the accounts affected from each 
source. 

Frequently it will be found that a refinement of the basic groups of ledger 
accounts may be desirable, using an additional basis of classification to expand 
one or more of the original five groups, as, for example: 

(a) Revenue, Expense, Current Assets, Fixed Assets, Current Liabilities, 

Fixed Liabilities, Proprietorship. 

(b) Operating Revenue, Operating Expense, Non-Operating Revenue, 
Non-Operating Expense, Current Assets, Fixed Assets, Current 
Liabilities, Fixed Liabilities, Fixed Proprietorship, Temporary 
Proprietorship. 

In devising the system of symbols or numerals to be attached to accounts, 
the decimal system using numerals, or using letters in a similar way, is 
preferable to numbering all accounts in one consecutive series. The decimal 
system permits identification of groups and items within groups and, at the 
same time, gives great opportunities for additions or amendments without 
the necessity of re-arrangement of all the numbers. In its simplest form, the 
system works as under: 


Primary Classification Secondary Classification Tertiary Classification 
110 
111 
112 
113 
114 
115 
116 
117 
118 
119 
120 
121 
122 
123 
124 
125 
126 
127 
128 
129 


All primary groups would be numbered from 0 or 1 upwards to 9, and 
each additional classification adopts an additional numeral so that account 
number 128 would indicate that the account was in primary group one, 
secondary classification number two, and was the ninth account therein. 
The letters of the alphabet may be used in a similar manner, or a combination 
of letters and numerals. 


4. See L. A. Schumer, Cost Accounting, Chapter IV, and also pages 154-160. 
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Numerals and letters can be used for symbolisation in a variety of ways, 
five of which are illustrated in Fig. 11. For the purposes of illustration, it 
has been assumed that the symbolisation is to be attached to Operating Expense 
as one of the primary groups in the classification and is to be preceded in 
the classification by two other groups, viz., Operating Revenue and Non- 
Operating Revenue. Operating Expense is re-classified according to functions 
and Administrative Expense is selected for illustration and further sub- 
division according to the nature of the items of Expense contained within 
that sub-group. It will be noted that in each of the five systems a single letter 
or numeral has been allotted to the Primary Group, the secondary classifica- 
tion being indicated by the addition of another numeral or letter. Thus the 
illustration assumes that Administrative Expense is the third sub-group 
within Operating Expense. The further sub-division of Administrative 
Expense is indicated by the addition of another letter or numeral in all systems 
except that numbered 4, which adds two digits. The number of classifications 
that can be made in each group is indicated in the illustration, and it should 
be noted that where a maximum of nine is indicated such could be extended 
to ten by using zero before the numeral 1. 
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Fig. 11. Methods of symbolization 
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Taxation Section 
Edited by J. A. L. Gunn, F.1.c.A. 


COMMONWEALTH RatTEs oF INCOME TAx 
YEAR OF Tax 1943-1944 


The Commonwealth Income Tax Act, 1943, which fixes the rates of tax 
for year of tax ended June 30, 1944, has been passed by Parliament. It is to 
come into operation on a date to be fixed by Proclamation. 


Income from Personal Exertion 


The rates of tax in respect of incomes from personal exertion for year of 
tax ended June 30, 1944, based on income derived during year of income ended 
June 30, 1943 (or substituted accounting period), are set forth in the First 
Schedule to the Rating Act, No. 11 of 1943. In all cases, the minimum tax 
payable is 10/-. 

The following are the rates of tax with illustrations: 

(a) If the taxable income does not exceed £300, the rate of tax for every f 
of taxable income up to and including £100 is 6d., and the rate of tax 
for every £ of taxable income in excess of £100 is 30-165d. increasing 
uniformly by «165d. for every £ by which the taxable income exceeds 
£101. Examples: 

Taxable incomes derived by taxpayers not entitled to any rebates for 
dependants : 
(1) Taxable income, £104: 
By reason of s. 17 of the Assessment Act, as amended by the 1943 
Act, the tax is nil. 
(2) Taxable income, £106: 
Under the First Schedule to the 1943 Rating Act, the tax payable 
is: 
£100 at 6d .in £ £2 10 0 
6 at 30:99d. in £ 15 6 


£106 at 7°41508d. in £ £3 5 6 


Under s. 5 (10) (a) the tax payable is £3/5/-. 
As the taxable income is less than £113, s. 5 (6) applies, and the 
maximum tax payable is one-half of the amount by which the 
taxpayer’s taxable income, £106, exceeds £104. The excess is 
£2, one-half of which is £1. £1 is therefore the tax payable in 
the above example. 
(3) Taxable income, £250: 
£100 at 6d. in £ £2 10 0 
150 at 54:75d. in £ 34 4 5 


£250 at 35:252d. in £ £36 14 5 


Under s. 5 (10) (a) the tax payable is £36/14/-. 
(b) If the taxable income exceeds £300, but does not exceed £1,000, the 
rate is: 


On first £300 . <a «sw +s S86 096 
On excess over £300 .. .. .. 96d. plus ‘Old. for each £ of excess. 


(c) If the taxable income encanto £1,000, but does not exceed £2,000, the 
rate is: 
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On first £1,000 .. .. .. .. .. 85°3d. in £. 
On excess over £1,000 .. .. .. 110d. plus -033d. for each £ of 


excess. 


1943 


Example : 

Taxable income, £2,000: 
£1,000 at 85-3d. in £ £355 8 4 
1,000 at 143d. in £ 595 16 8 


£2,000 at 114-15d. in £ £951 5 O 


(d) If the taxable income exceeds £2,000, but does not exceed £3,000, the 


rate is: 

On first £2000 .. .. .. .. «- 114°15d. in €. 

On excess over £2,000... .. .. 176d. plus ‘015d. for each £ of 
excess. 

If the taxable income exceeds £3,000, but does not exceed £5,000, the 

rate 1S: 

On first £3,000 .. .. .. .. .. 139°76d. in £. 

On excess over £3,000 .. .. .. 206d. plus ‘004d. for each £ in 


excess. 
If the taxable income exceeds £5,000, the rate is: 


On first £5,000 .. .. .. .. .. 169°46d. in &. 
On excess over £5,000 .. .. .. 222d. in £. 


Example : 

Taxable income, £7,600: 
£5,000 at 169°46d. in £ £3,530 
2,600 at 222d. in £ 2,405 


£7,600 at 187-4342d. in £ £5,935 
= £5,935 


Less concessional rebate: 
Life assurance premiums 
(paid £110) .. .. .. .. £100 
Medical expenses (paid 
St é6. 00. oe ae: 8s 6 


£150 


£150 at 187-4342d. in £ .. £117 
Wife—maximum rebate .. 45 
First child—maximum re- 
Se eee 
Second child — maximum 
SUE ke a6 <s we oo 8 
215 3 O 


Tax payable £5,720 5 O 


Income from Property 
The rates of tax in respect of incomes from property for year of tax ended 
June 30, 1944, based on income derived during year of income ended June 30, 
1943 (or substituted accounting period), are set forth in the Second Schedule 
to the Rating Act, No. 11 of 1943. 
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The following are the rates of tax with .illustrations: 

(a) If the taxable income does not exceed £200, the rate of tax for every é 
of taxable income up to and including £100 is 6d., and the rate of tax 
for every £ of taxable income in excess of £100 is 30°165d., increasing 
uniformly by ‘165d. for every £ by which the taxable income exceeds 
£101. By reason of s. 17 of the Assessment Act, as amended by the 
1943 Act, the tax on a taxable income of £104 or less is nil. 

Under s. 5 (6) of the Rating Act, marginal relief is granted where 
the taxable income is less than £113. For example, see rates of tax 
on income from personal exertion. 

Personal exertion and property rates on taxable incomes up to and 
including £200 are identical. 

(b) If the taxable income exceeds £200, but does not exceed £300, the 
rate is: 

Om Geet €200 2. oc vc ce oe MR we ES 
On excess over £200 .. .. .. 75°5d. plus ‘24d. for each ¢£ of 
excess. 
Example: 
Taxable income, £250: 
£200 at 26°25d. in £ £21 17 6 
50 at 87:5d. in £ 18 4 7 


£250 at 38:5d. in £ 


If the taxable income exceeds £300, but does not exceed £1,000, the 
rate is: 
On Great BOD. as. oc as os so SG. wee. 
On excess over £300 .. .. .. 123°5d. plus ‘Old. for each £é of 
excess. 
If the taxable income exceeds £1,000, but does not exceed £2,000, the 
rate 1s: 
On Groat £1000 ........ s+ «« 306°S5d.m Z. 
On excess over £1,000... .. .. 137-5d. plus -034d. for each £ of 
excess. 
Example : 
Taxable income, £2,000: 
£1,000 at 106°55d. in £ £443 19 2 
1,000 at 171-5d. in £ 714 11 8 


£2,000 at 139-025d. in £ £1,158 10 10 


Under s. 5 (10) (b) the tax 
payable is £1,158 11 0O 


If the taxable income exceeds £2,000, but does not exceed £5,000, 
the rate is: 
On Giret €£2000'....... .. «.«« 190-G254 mo £. 
On excess over £2,000... .. .. 205-5d. plus -00275d. for each £ of 
excess. 
If the taxable income exceeds £5,000, the rate is: 
On first £5,000 .. .. .. .. .. 183-86d. in £. mclus 
On excess over £5,000 .. .. .. 222d. in £. eg. | 
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Rates of Tax Payable by a Company 


The rates of tax payable by companies for year of tax ended June 30, 1944, 

are the same as those for the preceding year of tax: 

(a) Ordinary income tax—6/- in £, with the same special provisions for 
lifé assurance companies. 

(b) Super tax—1/- in £ on taxable income in excess of £5,000. Super tax 
is not payable by a private company. 

(c) Undistributed income of non-private company—2/- in £. Tax on the 
undistributed income of a private company is calculated at the share- 
holders’ rates. 

(d) Tax at source on interest paid to a non-resident—6/- in £. The 
exemption in respect of amounts paid to individual non-residents has 
been reduced from £156 to £104. 


PENSIONS DERIVED 


Section 26 (c) of the Commonwealth Income Tax Assessment Act 1936- 
1942 provided that the assessable income of a taxpayer shall intclude the 
amount of any annuity (which term includes a pension) excluding, in the 
case of a purchased annuity, that part of the annuity which represents the 
purchase price to the extent to which that price has not been allowed or is not 
allowable as a deduction in any of the purchaser’s Commonwealth income tax 
assessments. 

Prior to the uniform tax provisions, a taxpayer was entitled to a deduction 
from his assessable income of contributions made by him to a pension or 
superannuation fund, or of premiums paid by him to an insurance company 
fora deferred annuity or similar provision for his wife and family. For the 
purposes of s. 26 (c) those contributions or premiums are regarded as the 
purchase price of the pension or annuity, and that part of the pension or 
annuity represented by such purchase price was excluded from the recipient’s 
assessable income under s. 26 (c) of the 1936-1942 Act to the extent to 
which it had not been allowed as a deduction in the contributor’s income tax 
assessments. 

Under the uniform tax plan introduced in 1942 the deduction for the above- 
mentioned contributions or premiums was replaced by a rebate of tax. 

It was necessary, therefore, to ensure that such contributions or premiums 
in respect of which the taxpayer has received a rebate of tax shall also not 
be allowed when calculating the purchase price of the annuity or pension. 

Accordingly, s. 26 (c) has been amended by Act No. 10 of 1943 to read 
as follows : 

“The assessable income of the taxpayer shall include: 

“(c) the amount of any annuity, excluding, in the case of an annuity 
which has been purchased, that part of the annuity which represents so 
much of the purchase price as has not been allowed or is not allowable as a 
deduction or in respect of which a rebate of income tax has not been allowed 
or is not allowable in assessments for income tax under this Act or any 
previous law of the Commonwealth.” 

The amendment applies to income year ended June 30, 1942 (or substituted 
accounting period), and all subsequent income years. 


DEDUCTIBLE AND REBATABLE GIFTS 
Gifts to State for purposes of Defence 
Section 78 (1) (a) (ix)—deductible gifts by companies—and s. 160 (2) 
(g) (ix)—rebateable gifts by individuals—have been amended by the 
inclusion of gifts made to a State Government for purposes of defence, 
€g., gilts made to a State towards its National Emergency Services. 
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The above amendments apply to gifts made during income year ended 
June 30, 1943 (or substituted accounting period), and all subsequent income 
years. 

UNDISTRIBUTED INCOMES OF COMPANIES 

In the case both of private and non-private companies a deduction is allowed 
in ascertaining the company’s undistributed income, if any, of dividends paid 
out of the taxable income of the year of income before the expiration of six 
months after the close of that year if the company is a resident, or before 
the expiration of nine months if it is a non-resident. 

In the Treasurer’s Explanatory Memorandum on the 1943 Bill, it was 
explained that a case arose in which an overseas company’s premises had 
been damaged by enemy bombs. This destroyed valuable records and 
disorganised the operations of the company, thus preventing its making a 
distribution to its shareholders within nine months of the close of the income 
year. The 1936-1942 Act did not permit of a deduction made outside the 
prescribed period irrespective of the cause of the delay. To meet such 
circumstances as these s. 103 (2) (e) (private companies) and s. 160C (1) 
(iii) (non-private companies) have been amended by the insertion of a 
proviso which empowers the Commissioner to extend the above-mentioned 
distribution periods in those cases where the delay in making the distribution 
is due to enemy action in the present war. 

The above emendment applies to assessments in respect of income year 
ended 30 June, 1942 (or substituted accounting period) and subsequent years. 


RECORDS OF A BUSINESS TO BE KEPT IN THE ENGLISH LANGUAGE 


The State Acts, except Tasmania, provided that every taxpayer carrying 
on a business should keep sufficient records in the English language of his 
income and expenditure to enable his assessable income and _ allowable 


deductions to be readily ascertained. 

With the suspension of the State Acts, it became necessary to insert a 
similar provision in the Commonwealth Act. This has been done by the 
amending Act of 1943. 

In addition, new s. 262A requires the records to be retained by the taxpayer 
for a period of seven years. The records need not, however, be preserved in 
the case of a company which has gone into liquidation, and which has been 
finally dissolved, or in those instances where the Commissioner gives notice 
to the taxpayer that the preservation of his records is no longer required. 

New s. 262A came into force on March 20, 1943. 


INTEREST Parp By COMPANY TO A NON-RESIDENT 


Under s. 128 of the 1936-1942 Act, where the total amount of interest paid 
or credited to an individual non-resident during year of income ended June 30, 
1942, was £156 or less, tax was not payable under s. 125 in respect of the 
interest paid or credited to that person. Where the total of the interest so 
paid during that income year exceeded £156, the excess was taxable at 
72d. in £. 

As the exemption to individual taxpayers under s. 17 in respect of income 
year ended June 30, 1943, has been reduced to £104, the exemption provided 
by s. 125 has also been reduced from £156 to £104. 

The rate of tax for year of tax ended June 30, 1944, is the same as that 
for the preceding year, viz., 6/- in £. 


CONCESSIONAL REBATE IN RESPECT OF DAUGHTER-HOUSEKEEPER 


New s. 160 (2) (aa), inserted by the amending Act of 1943, provides for 
a concessional rebate in respect of a dependent daughter keeping house for 
her widowed father or mother. 
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The new rebate applies to income year ended 30 June, 1943, and subsequent 
ears. 

The concessional rebate in respect of a daughter-housekeeper is calculated 
with reference to the sum of £100. The rebate of tax is ascertained by 
applying to that sum the rate of tax appropriate to a taxable income from 

sonal exertion equal to the total taxable income of the taxpayer, but 
limited to a maximum rebate of £45. 

The taxpayer must be a widow or widower, and the daughter must— 

(a) be wholly engaged in keeping house for the taxpayer, and 

(b) be wholly maintained by the taxpayer. 

N.B.—The daughter-housekeeper shall be deemed to be wholly main- 
tained by the taxpayer if her separate net income derived from all 
sources in the year of income does not exceed £50, and the taxpayer 
contributes to the daughter’s maintenance. 

The conditions concerning duties attaching to the dependent relative rebate 
—(s. 160 (2) (a) )—and the housekeeper rebate—(s. 160 (2) (ab) )—differ 
from the daughter-housekeeper rebate—(s. 160 (2) (aa))—in the following 
manner : 

(a) The dependent relative rebate is granted only where the female relative 

has the care of any of the taxpayer’s children who are under 16 years. 
The dependent relative is not also required to be engaged in keeping 
house for the taxpayer. 

(b) The housekeeper rebate applies only where the housekeeper (who 
need not be a relative of the taxpayer) is wholly engaged in keeping 
house for the taxpayer and has the care of any of the taxpayer’s 
children who are under 16 years. 

(c) In order to obtain the daughter-housekeeper rebate, the daughter must 
be wholly engaged in keeping house for her widowed father or mother. 
a daughter need not also have the care of her sisters or brothers, 
if any. 

The following examples illustrate the daughter-housekeeper allowance: 


Example (1) 

Taxpayer, a widower, is entitled to the concessional rebate in respect of 
his daughter-housekeeper. His taxable income is £300, derived from personal 
exertion. 

Tax payable: 

£300 at 44d.in£.......... £55 0 O 
Less concessional rebate: 

£100 at 44d. in £ 

= £18/6/8, increased to.. .. .. 18 7 O 


Tax payable £36 13 O 


Example (2) 
Taxpayer, a widower, is also entitled to daughter-housekeeper rebate. His 
taxable income is £2,000, derived from personal exertion. 
Tax payable: 
£2,000 at 114-:15d.in £...... £951 
Less concessional rebate: 
£100 at 114-15d. in £ 
= £47/11/3. 


The maximum amount of rebate is 45 


Tax payable £906 
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Provision is made that if the daughter is wholly engaged in keeping house 
for the taxpayer during part only of the year of income and is wholly 
maintained,.as defined, by the taxpayer during that part of the year, the 
amount on which the rebate is based shall be such part of £100 as, in the 
opinion of the Commissioner, is reasonable in the circumstances, 

New s. 160 (4), inserted by the 1943 Act, provides that where a taxpayer 
would be otherwise entitled to a rebate based on amounts specified in any 
two or more of the following paragraphs of s. 160 (2), viz.: (a)—dependent 
relative ; (aa)—daughter-housekeeper ; (ab )—housekeeper ; (b)—child under 
16; (ba)—invalid child over 16; (c)—mother, in respect of the same person, 
the taxpayer shall be entitled to a rebate in respect of that person based on 
one only of those amounts, being an amount which is not less than any other 
of those amounts. 

For example, the daughter of a widower was wholly engaged in keeping 
house for her father throughout income year ended 30 June, 1943, and was 
wholly maintained by her father during that year. The daughter, who was 
an only child, became 16 years of age on, say, 31 March, 1943. But for new 
s. 160 (4) the taxpayer could have successfully claimed the following rebates 
in respect of his daughter for income year ended 30 June, 1943: 

(a) child rebate in respect of period 1 July, 1942, to 31 March, 1943, 

s. 160 (2) (b); 
(b) daughter-housekeeper rebate in respect of year ended 30 June, 1943, 
s. 160 (2) (aa). 

Section 160 (4) prevents such a double rebate, and provides that, in the 
above circumstances, a single rebate shall be granted in respect of the 
daughter based on whichever is the higher of the two amounts with reference 
to which the rebate is calculated. If the two amounts happen to be equal, 
the rebate is calculated with reference to one, only, of those amounts. 


In the above example the child rebate under s. 160 (2) (b) would be based 
on three-fourths of £75 = £56. The daughter-housekeeper rebate under 
s. 160 (2) (aa) would be based on £100. The taxpayer will therefore receive 
a rebate ascertained by applying to £100 the rate of tax appropriate to a 
taxable income from personal exertion equal to his total taxable income, 
subject to a maximum rebate of £45. 


CONCESSIONAL REBATE IN RESPECT OF HOUSEKEEPER 


New s. 160 (2) (ab), inserted by the amending Act of 1943, provides for 
a concessional rebate in respect of a person keeping house for a resident 
taxpayer where the latter is a widow or widower and has a child or children 
under 16. The new rebate applies to income year ended June 30, 1943, and 
subsequent years. 

The concessional rebate in respect of a housekeeper is calculated with 
reference to the sum of £100. The rebate of tax is ascertained by applying to 
that sum the rate of tax appropriate to a taxable income from personal 
exertion equal to the total taxable income of the taxpayer, but limited to a 
maximum rebate of £45. 

The taxpayer must be a widow or widower, and the housekeeper must be 
a resident and be wholly engaged in keeping house for the taxpayer and in 
addition must have the care of one or more of the taxpayer’s children under 
16 years of age. 

The conditions concerning duties attaching to the housekeeper rebate 
should be contrasted with those attaching to the dependent relative rebate 
(s. 160 (2) (a)) and the daughter-housekeeper rebate (s. 160 (2) (aa)). 
These differences are discussed elsewhere in this issue of the Journal under 
the heading of “Concessional Rebate in Respect of Daughter-housekeeper.” 

The housekeeper need not be a relative of the taxpayer, and it is immaterial 





1943 THE AUSTRALIAN ACCOUNTANT 181 


whether or not the payment: received from the taxpayer for housekeeping 
duties constitutes the sole income of the housekeeper. 

No more than one rebate is allowed under s. 160 (2) (ab). Where, 
therefore, a widow or widower maintains two establishments with a house- 
keeper employed at each and children under 16 living at both of those 
establishments, the taxpayer is entitled to a rebate in respect of only one of 
the housekeepers. 

Provision is made that, if the housekeeper is wholly engaged in keeping 
house for the taxpayer and in the care of any of his or her children under 16 
during part only of the year of income, the amount on which the rebate is 
based shall be such part of £100 as, in the opinion of the Commissioner, is 
reasonable in the circumstances. 


CONCESSIONAL REBATE IN RESPECT OF INVALID CHILDREN OVER 16 YEARS 


New s. 160 (2) (ba), inserted by the amending Act of 1943 provides for a 
concessional rebate in respect of any invalid child of the taxpayer of the age 
of 16 years or over at the beginning of the year of income, provided the child 
isa resident and is wholly maintained by the taxpayer, or would be so wholly 
maintained if the child were not in receipt of a Commonwealth Invalid 


Pension. 
The new rebate applies to income year ended June 30, 1943, and subsequent 


on ng , 7“ : . 
The concessional rebate in respect of invalid children is calculated with 
reference to the following sums: 


(a) In respect of each child wholly maintained by the taxpayer, i.e., who 
is not in receipt of an invalid pension—#£75. 

(b) In respect of each child in receipt of an Invalid Pension—#£75 less 
the amount of such pension received during the year of income. 


The rebate of tax is ascertained by applying to the appropriate sum the 
rate of tax referable to a taxable income from personal exertion equal to the 
total taxable income of the taxpayer. 

The second proviso to s. 160 (2) (ba) provides that “the rebate of tax 
allowed in respect of this paragraph shall not exceed £45.” It would appear 
that, although a taxpayer is clearly entitled to a rebate in respect of more 
than one invalid child, the sum of those rebates must not exceed £45. This 
restriction may be unintentional and it may be that the maximum rebate of 
£45 under s. 160 (2) (ba) was intended to apply in respect of each invalid 
child where there is more than one such child. 

A definition of “invalid child” is included in s. 160 (2) (ba). It includes 
a child in receipt of an invalid pension. When an invalid pension is not paid 
in respect of the child, the test of invalidity is the same as that under the 
Invalid and Old-Age Pensions Act. In this class of case, the allowance 
of the rebate is dependent on the production to the Commissioner of a 
certificate of a Medical Officer of the Commonwealth Department of Health 
or of a Commonwealth Medical Referee that the child is permanently 
incapacitated for work within the meaning of the Invalid and Old-Age 
Pensions Act. 

Provision is made for an adjustment of the amount with reference to which 
the rebate is calculated where the child— 


(a) attains the age of 16 years during the year of income; 

(b) becomes an invalid during the year of income; 

(c) is wholly maintained (or would be wholly maintained if the child were 
not in receipt of an invalid pension) during part only of the year; 

(d) is only partially maintained during the whole of the year; 

(e) is only partially maintained during part only of the year. 
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CONCESSIONAL REBATE IN RESPECT OF CHILDREN UNDER 16 YEArs 


The concessional rebate granted to a taxpayer in respect of children under 
16 years wholly maintained by the taxpayer is based upon the following 
amounts : 

(i) in respect of an only child or in respect of the elder or eldest of the 
children—£75 ; 

(ii) in respect of a child who is not an only child or the elder or eldest of 

the children—£30. 

The rebate is ascertained by applying to the above-mentioned amounts 
the rate of tax appropriate to the taxable income from personal exertion 
equal to the total taxable income of the taxpayer. 

Under the 1936-1942 Act the maximum rebate in respect of a first or only 
child was £45. The 1943 Act makes no change in the law so far as this 
limitation is concerned. 

The 1936-1942 Act provided that the maximum rebate in respect of other 
children was £5 for each child. The 1943 Act has raised this limit to £8. 

The new maximum rebate of £8 first applies to income year ended 30 June, 
1943 (or substituted accounting period). 

It was officially explained that the maximum rebate of £5 in respect of 
income year ended 30 June, 1942, operated for taxable incomes in excess of 
£487. The new limit of £8 in respect of income year ended 30 June, 1943, 
ensures that the maximum rebate will be reached at approximately the same 
income as under the 1936-1942 Act. 


Example 
Taxable income derived from personal exertion 
£487. Taxpayer wholly maintains a wife and 
two children under 16 years: 
Se ere ee 
Sy 6 TPES Ee... 20. 20.00. 


£487 at 64°6858d. inZ.. . 


Reduce to 
Less concessional rebates: 
Wife £100 
First 
Child 75 


£175 at 64:°6858d. = £47 3 4 
Second 
Child £30 at 64-6858d. 
= £8/1/9 
Maximum rebate 8 00 


£55 3 4 


Reduced to 35 3 0 
£76 2 0 


REGISTRATION OF TAx AGENTS 
A new Part, No. VIIA, consisting of ss. 215A to 251P inclusive, has been 
inserted in the Commonwealth Income Tax Assessment Act by the amending 
Act No. 10 of 1943. The substantial effect of these new provisions is that 





1943 THE AUSTRALIAN ACCOUNTANT 183 


no individual, partnership or company shall charge a fee for preparing income 
tax returns, or for transacting any business relating to income tax matters, 
unless he or it is registered as a tax agent, or is granted an exemption from 
registration. : 

The new provisions make it an offence for any person (including a 
solicitor), partnership or company, other than a registered tax agent, or an 
exempted person, to charge fees for the preparation of income tax returns, 
viz. s. 251L, or to describe himself as a tax agent, viz., s. 2510. A solicitor, 
or barrister, will not be prevented from acting in the course of his profes- 
sion in any litigation or any proceedings before a Board of Review or a 
Board of Referees, or in an advisory capacity in connection with the prepara- 
tion of returns, s. 251L (4) and s. 251N (3). 

The new provisions shall come into operation on a date to be proclaimed. 
The postponement of the operation of these sections will give the Govern- 
ment time to carry out the preparatory work necessary to establish a Tax 
Agents’ Board in each State. 

Section 251D provides that a Board, consisting of two Government officials 
not directly attached to the Taxation Department and a third member to be 
appointed by the Governor-General, shall be constituted in each State, s. 251C. 
For this purpose, the Australian Capital Territory is deemed to be part of 
New South Wales; Papua is deemed to be part of Queensland; and the 
Northern Territory is deemed to be part of South Australia, s. 251B. 

It shall be the function of each Board to register as tax agents those persons 
whom it considers fit and proper to prepare returns, lodge objections against 
assessments, and generally transact income tax matters on behalf of clients, 
s. 251J (3). 

Each application for registration by a Board must be accompanied by a 
lodgment fee of £1, s. 251J (2). Annual renewal of registration is not pro- 
vided for, and a tax agent who is registered by a Board will remain so 
registered unless his registration is cancelled, and no further fee will be 
payable by him, s. 251K. 

A partnership or a company may be registered as a tax agent if the Board 
is satisfied that a partner or, in the case of a company, an employee nominated 
by the company, is a fit and proper person to act as a registered tax agent. 
The partner, or employee of a company, will be registered as a nominee of 
the registered tax agent, s. 251J (4). 

A partnership or a company may also register as additional nominees any 
other members of the partnership or employees of the company as the case 
may be. In the case of every such additional nominee, the Board must be 
satisfied as to his qualities and attainments. The lodgment fee of £1 must 
be paid in respect of each additional nominee, s. 251J (5). 

All income tax work done by the partnership or the company must be 
carried out under the supervision or control of a registered nominee or 
additional nominee, s. 251N. 

New s. 165 (1A) provides that the agent’s certificate shall be deemed to 
be duly signed, in the case of a partnership or a company which is registered 
as a tax agent, if it is signed in the name of the partnership or company by 
a registered nominee, and the nominee’s name is also appended. 

The State income tax laws of New South Wales, Queensland, South Aus- 
tralia and Tasmania already require the registration of tax agents for State 
income tax purposes. In New South Wales, Queensland and Tasmania tax 
agents’ Boards have been constituted for that purpose. In South Australia 
control of tax agents is vested in the Registrar of Companies. It was decided 
to utilise the services of the above-mentioned Boards and gain the benefit 
of their knowledge and experience. For this reason, and also to save dupli- 
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cation of work, provision has been made for these State Boards to act as 
Commonwealth Boards in their respective States, s. 251H. 

It is also provided that a tax agent who is registered under any State 
income tax law shall, upon application, be automatically registered by the 
Commonwealth Board without payment of the prescribed fee of £1, s. 251J 
(7). If, however, the State-registered tax agent is a partnership or a com- 
pany the exemption from payment of the lodgment fee shall apply in respect 
of only one nominee. A fee must be paid in respect of every additional 
nominee, s. 251] (8), (9). 

A partnership or a company shall remain registered as'a tax agent only 
if it has a nominee or an additional nominee registered who is actually a 
member of the partnership or an employee of the company, s. 251K (4) {a) 

The tax agents’ Board may cancel the registration of any tax agent in the 
following circumstances: 

(a) Where any return prepared by or on behalf of the tax agent is false 
in any material particular, unless the tax agent establishes to the 
satisfaction of the Board that he had no knowledge of the falsity or 
that the falsity was due to his inadvertence ; 

(b) where the tax agent 

(i) has neglected the business of a principal ; 
(ii) has been guilty of misconduct as a tax agent, or 
(iii) is not a fit and proper person to remain registered ; 


(c) where, in the case of a partnership or company, a nominee of the tax 
agent is not a fit and proper person to be such a nominee, s. 251K (2). 


The tax agents’ Board shall cancel the registration of any tax agent in the 
following circumstances : 
(a) In the case of an individual, upon 
(i) his death, or 
(ii) his bankruptcy, or 
(iii) his permanently ceasing to carry on business as a tax agent, 
s. 251K (3); 
case of a partnership or company, 
if there is no nominee registered in respect of the tax agent; 
if a company goes into liquidation, 
(iii) if a partner becomes bankrupt, or 
(iv) if it permanently ceases to carry on business as a tax agent, 
s, 251K (4). 


A registered tax agent must notify the tax agents’ Board of any of the 
events mentioned in (a) and (b) above, s. 251K (7). 
A registered tax agent has the right of appeal to a Court against the can- 
cellation of his registration, s. 251K (5) and (6). 
Section 251L (2) provides that a Board may grant a yearly exemption 
from registration in any case where 
(a) the total income derived as a tax agent by the applicant during the 
preceding twelve months did not exceed £20, and 
(b) there is no registered tax agent within a reasonable distance of the 
place where the applicant resides or carries on business. 


Section 251M provides that, if, through the negligence of a registered tax 
agent, or of a person exempted under s. 251L, a taxpayer becomes liable 
to pay a fine or other penalty or additional tax, the registered tax agent, of 
the exempt person, shall be liable to pay to the taxpayer the amount of that 
fine, penalty or additional tax. 
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Canadian Income Taxation—Its Main Differences 
By A. Ciunres Ross 


One Act in Canada covers the ground of our Assessment and Rates Acts ; 
it is the Income War Tax Act—its name when first passed in 1917 and never 
changed. In a sense, there has been a kind of war ever since. 

It is probably needless to say that the main problems that Act tries to 
solve are the same in Canada as they are here: minimum taxable income; 
minimum and maximum rates of tax; rate of progression from minimum to 
maximum ; differentiation between “earned” and “investment” incomes (their 
terms) ; allowances for dependents and for special outgoings such as medical 
expenses and gifts. On each problem a more or less arbitrary decision has 
to be given by legislation, but in nearly every case the Canadian decision 
differs from ours. The order of the problems just given progresses from 
fundamentals to doubtfuls; in consideration of details, that order turns out 
to be unsuitable. 

RATES 

(i) For taxpayers other than corporations and joint stock companies (both 
names are used—perhaps because U.S.A. is next door and U.K. is the origin 
of the majority of Canadians). Total tax is divided into two parts, each with 
its own rules; these are normal tax and graduated tax. 

Normal tax is a flat 7% of the income of a married person or of one who 
is given “equivalent status”! under the Act, if his or her income is over 
$1,200 (£340)?; it is 7% for any other person if his or her income is between 
$660 (£190) and $1,800 (£510); 8% if it is between $1,800 and $3,000 
(£850) ; and 9% if it is over that figure. 

Graduated tax is not imposed on the first $660 of any income, but is 30% 
of the next $500 (£140), 33% of the next $500, 37% of the next $1,000 
(£280), and so on till 85% of the excess over $100,000 is taken. This means 
in effect that 70% of the first $100,000 is taxed off. This “ceiling” is 
substantially below our 1943 figures for large incomes; the difference begins 
to show up about the £3,000 level. Married status is, in this part of the tax, 
allowed for by means of a rebate. 

Rates on investment incomes are referred to in a section which reads 
somewhat strangely to our ears. “The total income of each taxpayer . . . shall 
be compiled by having the earned income form the base above which shall 
be placed the investment income and according thereto the appropriate 
additional rates of tax on investment income as provided . . . shall be applied.” 
And the provision is that the rate applicable to all persons in respect of 
investment income in excess of $1,500 (£420) is 4%. You see that their 
draftsmen have been infected by the germ which prevents taxation acts from 
being easy to understand. The rule appears to mean that, e.g., a person 
who has an earned income of $2,000 and investment of $2,500 pays normal 
and graduated tax on $4,500 and an additional tax of 4% on $1,000. 

(ii) For corporations and joint stock companies. As with us, the rate 
is flat at 18%, unless the return consolidates the earnings of a parent company 
and its subsidiaries, when it is 20%. This is well under our 30%, but wait 
till we come to excess profit taxation. 


MINIMUM TAXABLE INCOME AND REBATES FOR DEPENDENTS 


A. Normal Tax. The minimum incomes have already been mentioned; 
a special rule applies to the case of a husband and wife “each having a 


1. An interesting term; its meaning is indicated below—not to include de facto wives. 

2. Canadian dollars are converted at $3.55 to the Australian pound; if the result is over £100, it 
8 stated to the nearest £10; if under £100, ta the nearest £1. All figures are those of the 
1942 Act. The 1943 Act produced important amendments relating to collection, but did not 
change rates much. 
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separate income” (a slight redundancy here) over $660 (£190) a year; the 
rate is 7% of each income. You will note that this provision recognises, as 
our rebate rule does not, that in any case of a joint family income there are 
two citizens involved, and that exemption should be approximately doubled, 

You will remember that our Act insists that the spouse must be resident 
in Australia. Canada is more open-minded: he or she may be resident 
in any part of the “British Commonwealth of Nations or in a country 
contiguous to Canada,” or even in any allied country if the spouse is debarred 
from entry to Canada by the exigencies of the war. 

“Equivalent status” means that a person is treated as married if: (a) he 
or she is a widow or widower supporting a son or daughter; or (b) maintains 
a “self-contained domestic establishment” by wholly maintaining therein a 
dependent relative; or (c), being a minister or clergyman, has to maintain 
such an establishment and employs a full-time housekeeper or servant. 

The son or daughter must be wholly dependent and under 18 unless the 
dependency is due to infirmity, when there is no limit; but may be up to 21 if 
proof is given that he or she is continuing education. Compare our provision 
which fixes the age at 16; and the 1943 Amending Act which, by its reference 
to infirmity, gives the impression that the Treasurer had been reading the 
Canadian Act. We have not yet reached the sensible and equitable extension 
of the age limit when education is involved. The term “self-contained 
domestic establishment” would appear to imply some interesting questions 
of interpretation: “do you send the washing out?”’; “has your apartment 
central heating from a furnace belonging to the building?” ; and so on. If the 
taxpayer is not a minister, the dependent housekeeper must be related by 
blood, marriage, or adoption; if he is, no such relationship is necessary. It 
is hard to imagine this kind of distinction even occurring to our legislators, 
though the reference to a housekeeper recalls a 1943 Amendment. 

A very important general principle concludes this group of rules: if the 
tax “exigible” (a good word; may we trace French influence?) causes income 
to fall below $660 or $1,200, as the case may be, the excess amount is allowed 
as a rebate. In other words, the taxpayer must be left with a minimum of 
£190 or £340. Owing to the high rates of graduated tax, this provision 
meant that, up to $820 or $1,570, respectively, 100% of the excess over 
$660 or $1,200 would be taken in tax. In 1943 this anomaly was overcome 
by providing that, in those ranges, tax shall not exceed two-thirds of the 
excess of income over the minimum. 

Rebates or “credits,” as they call them. The amount is $28 (£8—do you 
recall this amount in the 1943 Amending Act?) for every dependent except 
the one who is the foundation for the married status in taxation. The list 
begins with “child, grandchild, brother, or sister”—subject to the rules given 
for son or daughter above (it seems a little strange that the same list does not 
occur in the two places). Next is mentioned a parent or grandparent wholly 
dependent on account of infirmity. You may recall that our Act grudgingly 
refers to a mother; why not to the others? The third item in the list is a 
child maintained under the evacuee scheme sponsored by the Governments 
of the United Kingdom and Canada; age limits are the same as mentioned 
above. This item is interesting, but need not find a place in our Act, as the 
“child” who is a reason for our rebate need not be any relative of the taxpayer. 

B. Graduated Tax. For some reason, the rules for this part of the tax 
differ considerably from those for normal tax. In the first place, minimum 
taxable income is $661 for all taxpayers. The married status allowance 1s 
provided for by rebate. 

8. You perhaps thought that there was only one country contiguous to Canada—but Newfound- 
land and Labrador are not parts of the Dominion! 
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REBATES 


It was only last year that the reduction in tax for the person having married 
status was changed from a deduction from income to a credit on tax; we 
made the change about the same time; pure coincidence—or had the two 
Ministers or expert advisers been reading the same text-book? Previously 
the deduction had been $750 (£210) ; now the credit is $150 (£42). In the 
course of the discussion on the change, one member of the opposition wanted 
$225 in place of $150, but Mr. Ilsley, the Minister of Finance, said the 
change would cost the government about $25,000,000!! He admitted that 
“it was arguable whether or not the change was correct.” When he made 
that remark, he was actually referring to the corresponding change in respect 
of a dependent child or grandchild from a deduction of $400 (£110) to a 
rebate of $80 (£22). Note that both rebates are “flat,” not dependent on the 
amount of the income. As Mr. Ilsley said: “There is quite a lot to be said 
against giving a very wealthy man a tax advantage of $300, perhaps, for 
having a child, and giving a poor man a tax advantage of only $60. At any 
rate, there it is.” 

[There was at this point in the budget discussion an interesting exchange 
between the Minister and the Leader of the Opposition. The latter said: 
“The motivating factor was the necessity of getting more money, and this 
was the means that was taken?” “Yes.” “That is one of the most important 
factors of all, is it not? That is the main factor in these tax increases?” 
“I would not say that.”—-One could not really expect him to.] 

What about other dependents? For a parent or grandparent or brother 
or sister (age limits for these last are as indicated above), a credit is allowed 
of 20% of the “amount actually contributed for support,” with a maximum 
of $80 (£22). Notice that there is no provision that the dependent must be 
wholly maintained ; this is a common-sense departure from our rule. 


MeEpICcAL EXPENSES 

Canadian thought on these has led to results very different from ours. 
There is no allowance unless the total exceeds 5% of income and is either 
incurred and paid in the income year or incurred in the previous year. The 
excess over 5% is a deduction from income, but the maximum is $400 (£110) 
for a single person, or $600 (£170) for a person of marvied status, plus $100 
in respect of each additional dependent—maximum total, $1,000. The allow- 
ance was first introduced in 1942 and the Minister was congratulated on it. 

[One member naively suggested that the allowance should include “moneys 
paid on old debts.” Mr. Ilsley had considered the point, but “we certainly 
cannot have a law under which people may incur debts instead of paying 
taxes.” Another member thought that, as receipts had to be produced in 
support of claims, the Minister of National Revenue (not Mr. Ilsley) might 
check the bona fides of claims for medical and dental expenses and try to 
decide whether the bills were excessive or not! The invitation was not 
accepted. ] 

DONATIONS 


Here again there are substantial differences and to my mind Canada is 
more logical. The limit of the claim is a deduction from income (not a rebate ) 
of 15% of net taxable income for individuals or 5% fer companies. On 
the other hand, there is no insistence on public objectives; the criterion is 
that the funds or institutions must not be operated for private gain or for 
the profit of any member. 

LossEs : 

On this matter, first noticed by the Canadian Amendments of 1942, they 
are less generous than we are. Only the loss of the previous year is 
deductible except in the case of primary producers, when two years’ losses 
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can be brought forward. To be on the safe side, it is specifically provided 
that no account is taken of capital outlay or of any “disbursements not wholly, 
exclusively and necessarily expended for the purpose of earning the income.” 
We can recognise the first two adverbs. They have given rise to court 
discussions, but the addition of the third suggests special difficulties of its own, 

As regards capital profits, tax is not exigible. In this they agree with 
U.K. and with us, not with U.S.A. 


SERVICE Pay 

Rules are very similar to ours, but one ingenious idea has not, so far as I 
know, yet appeared in Australia. They had our problem of drawing a line 
between service overseas and service of men who, in Canada, performed 
duties “of such a character as are required normally to be performed afloat 
or in aircraft.” After conferences, it was decided that, if an officer had 
flown 100 hours or more on duty, he came within the phrase. Certain 
administrative officers proceeded to “fly in” their income tax! 


ALIMONY 


A person required by court order to pay an allowance to a “spouse or 
former spouse” (they must have examples of alimony to a husband) may 
deduct from his tax the tax the recipient would pay if she (might as well 
use the feminine) were unmarried with any dependents whom she is in fact 
maintaining. 

[Mr. Ilsley was asked: “Why has Canada followed U.S. law rather than 
British?” He replied: “There has never been any other law in Canada. 
Perhaps they are following us; I do not know. We just do the same; that 
is all.” I rather like Mr. Ilsley.] 


REFUNDABLE TAXES 


Canadians will get back after the war part of the taxes paid in respect of 
the incomes of 1942 and subsequent years—but the date of repayment is 
definite only to the extent that, for the 1942 portion, it will be not later than 
the end of the second fiscal period after the cessation of hostilities; for the 
1943 portion, not later than the end of the third; and so on. The “forced 
loan” carries interest at 2% per annum and its amount is half the total tax 
subject to certain maxima. These are: (a) for a single person, the smaller 
of 8% of the income or $800; (b) for a person of married status, the 
smaller of 10% or $1,000, plus 1% or $100 for each dependent. 

Those are the general rules, but: (a) a taxpayer over 65 with an income 
under $5,000 (£1,410) does not pay the refundable portion of the tax as 
calculated (presumably it is felt that he might not live to collect); and 
(b) tax is reduced and the refundable portion with it by (i) payments to 
superannuation or pension funds; (ii) premiums on life insurance policies 
or annuities (subject to certain provisos) ; and (iii) by payments of principal 
in respect of a mortgage on one residential property, even if registered in 
the wife’s name. The reduction in tax cannot exceed the refundable portion. 

You see that our rebates based on insurance payments are dealt with by 
Canada in a totally different way. Further, the allowance of mortgage 
payments is an idea which would give our legislators a shock. Over there, 
they still encourage thrift. 

[During the discussion, our friend Mr. Ilsley remarked, in reply to 4 
member who was spending time on details: “I wish the hon. gentleman would 
not be so much interested in this, but just moderately interested.” The 
refundable portion for companies is 20% of Excess Profits Tax and a 
member raised the point whether it was an asset to be brought to account 
in the books. He said that it was not so treated in Great Britain and believed 
that the “organisation of chartered accountants in Great Britain dictates 
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the policy in this céuntry.” Now, what do you know about that? Discussion 
also arose over the 2% rate of interest. It was pointed out that savings could 
be invested in bonds at 3%. Mr. Ilsley retorted by pointing to the short 
period of the forced loan—which indicated optimism about the duration of 
the war. | 

PAYMENT BY INSTALMENTS 

In Canada, this applies to al) taxpayers, not only to those receiving salary 
or wages. Thus they provide that: 

(i) Every payer of interest or dividend must deduct 7% of the payment 

and remit the total to the Treasury ; 

(ii) Every employer must deduct from salary or wages such amount as 
is prescribed—hence a sliding scale like ours; 

(iii) Tax payable by all other individuals is paid by quarterly instalments. 
Under the provisions of the 1942 Act, each taxpayer paid an instal- 
ment on or before October 15, and another, three months later, 
“having regard to the previous year’s income and applying the current 
rates”; for the other six months, he was to pay at three months 
intervals half the tax (less the first two instalments), having regard 
to the income and applying the rates of the taxation year. These 
rules are not applied to a person whose tax is being deducted at the 
source or whose salary or wage constitutes 75% or more of his 
income. 

(iv) Every corporation pays by monthly instalments beginning six months 
before the close of its fiscal year. For that six months, the amount 
is a twelfth of the estimated tax, having regard to the previous or 
anticipated year’s income and applying the current year’s rates; for 
the other six months, it is a twelfth of the tax, having regard to the 
income and applying the rates of the income year, less, of course, 
amounts paid on estimate. 

PAY-AS-WE-EARN 

The legislation making the above provisions was passed in July, 1942. 
In March, 1943, the budget for this year was presented and completed the 
process, begun last year, of connecting the system to payment of each 
year’s taxes on that year’s income. It was done by a bold stroke: “only 
one-half of the full tax liability in respect of 1942 shall now be payable. 
The tax liability will be reduced by one-half in the case of earned incomes. 
For investment incomes, half the 1942 liability will be deferred until the 
death of the taxpayer. Investment income of not more than $3,000 (£840) 
will be treated in the same way as earned income” (quoted from Mr. Ilsley’s 
budget speech). 

Half income tax forgiven!! The idea is somewhat startling, isn’t it? But 
the revenue loses nothing now, because instalments immediately become 
collectible in respect of 1943 incomes. Returns for 1943 have to be in by 
March 31, 1944; assessments (or do they call them “exigencies”?) made on 
the basis of actual incomes for the year will call only for the small differences 
between total tax and total instalments. The loss will occur when the 
taxpayer dies. 

The amount payable in 1943 to clear 1942 liability is indicated by 
examples given in the speech. A single person earned a weekly wage of 
$30 (£9) through 1942 and had a total of $165 (£46) deducted out of a 
total tax of $391 (£110). Halving the liability leaves him with $31 still to 
pay; he has a post-war credit of $62 (£18) if he has not produced insurance 
receipts, etc. If he has enough such receipts to wipe out his refundable tax, 
he will have about $5 to pay now. 

A married man, with two children, earning $200 (£56) a month will have 
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paid $153 (£43) out of a total tax of $391 (£110). If he had paid insurance 
premiums, etc., of more than $195, he would have paid $94 (£27), which is 
48% of the tax without the refundable portion. Balance payable if there 
were no credits would be $43, $39 refundable ; if there were full credits, only 
$4 to pay. 

The change in some cases produced an excess of instalments over tax 
payable for 1942. Mr. Isley hoped that the amounts would not be asked for, 
but left as credits against 1943 taxes!! 

Special difficulty was anticipated in respect of farmers’ incomes. They 
are required to pay two-thirds of the tax “on the basis of a rough guess or 
calculation” any time up to December 31, and the balance when they file a 
final return in March, 1944. 

Excess Profits Tax. Canadian legislation differs from our War-time 
(Company) Tax Act in two important respects: (i) there is reference te 
pre-war standards; and (ii) it applies to every person carrying on a business 
in Canada—though a distinction is drawn between corporations and individual 
owners or partnerships. 

Companies pay an extra 12% of income under this Act, which, with the 
18% normal tax, makes 30%—equal to our last rate. In addition, they pay 
the greater of 10% of income or 100% of excess profits remaining after 
deduction of the 30% tax and calculated by reference to “standard profits.” 
This last part (the 10% or 100%) is not taken from companies whose 
profits do not exceed $5,000. Other owners pay the greater of 15% of 
income or 100% of excess profits, but nothing corresponding to the extra 
12% ; they are hit hard enough by normal and graduated tax. 

“Profits” in this Act is net taxable income without any deductions other 
than ordinary business outgoings. “Standard profits” refer back to a “standard 
period,” which is the calendar years 1936 to 1939, with provisos for new 
businesses and for any year in which profits were less than half the average 
of the other years. 

It can be expected that there are many opportunities for discussion under 
this Act, and a Board of Referees exists to help to elucidate difficulties. The 
rates are, however, simple when trading figures are agreed upon—much 
simpler than that fearsome schedule in our War-time (Companies) Act. 

This is a very short summary of some of the main provisions of Canadian 
legislation. It is submitted not only because, by seeing what other people do, 
we may, learn more about ourselves, but also because efforts must be made 
here and now to get as close as possible to other members of the British 
Commonwealth of Nations. Canada, New Zealand and Australia will have 
a unique opportunity in the peace-making process to help the world—f they 
recognise their potential influence. 





Costing for a Catering Business 
By JoAN TOMKINSON, A.I.C.A., A.A.LS. 


A sound costing system is as necessary for a catering concern as it is for 
any product of manufacture. In order to make reliable quotations for future 
functions on the basis of past results, it is essential that an accurate costing 
be established for every individual catering job. 

Different classes of functions, although possessing similar characteristics, 
will show remarkable features in variations of profit. It is therefore valuable 
knowledge to be able to forecast the true results promptly so that repeat 
orders may be quoted for at a price which will cover all contingencies and 
avoid future losses. 

The chief charges of a direct type for catering functions are food supplies, 
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wages, and expenses which can be identified with any particular job. Costs 
which will need to be estimated and applied to jobs on some ascertained 
basis will be rent (where the property is privately owned a charge in the 
nature of rent should be recovered), gas and electricity, replacements, 
depreciation and general overhead charges which cannot be directly applied. 
It may also be necessary to include in the costing a charge for supervisory 
wages where supervision is provided by a manager. This charge is also 
necessary should the proprietor make a charge against the business for his 
own services. In any case it is more prudent to include some charge for this 
service, as even if he does not draw a specific wage, portion of the profits 
which eventually accrue to him will be in respect to his management. 

It may also be necessary, if cooking is involved, to charge some kitchen 
wages on an estimated basis where these payments cannot be directly 
apportioned against the jobs. 

The catering referred to im this text is in the nature of dances, wedding 
receptions, meetings, etc., although outside work at customers’ own homes 
could be treated similarly with the elimination of rent, gas and electricity 
charges. Travelling expenses and delivery charges would also then enter 
into the costing. 

A job card will be opened bearing the number which has been allotted to 
each function and the total of the amounts entered on these cards should 
agree with the balance on a control account, which will be created by the 
transfer of the various expenses, etc. It is assumed for this article that the 
cost accounts are to be kept in the General Ledger so the control account 
mentioned will in effect represent the trading statement of the concern for 
cost purposes. 

If it is desired to keep the cost accounts in a separate ledger, then inter- 
locking control accounts in the General Ledger and Cost Ledger will be 
necessary. Cost Ledger Control Account in the General Ledger will then 
first receive all the financial charges relating to costs. The financial 
information would next be embodied in the Cost Ledger by debiting the 
various expense accounts therein and completing the double entry with 
corresponding credits to the General Ledger Control Account so as to 
preserve always an equal balance on this account with Cost Ledger Control 
Account in the General Ledger. Cost entries would be made between the 
various accounts in the Cost Ledger by transfers on a double entry system. 

Assuming then that the cost accounts are kept in the General Ledger, 
food supplies and direct wages will be entered on the job cards individually 
ad debited in total to the control account under their respective headings, 
supplies and wages accounts being credited. Direct expenses will be 
imilarly treated. 

A basis for charging rent to individual jobs will have to be ascertained. 
The charge could be based on turnover or on time, but the latter method will 
probably prove best. If possible, the time occupied in the previous year’s 
jobs should be aggregated and the total number of hours divided into the 
amual rental paid in order to produce an hourly rate. However, where a 
previous year’s aggregate is not available, some estimate of the hours during 
which the premises are likely to be occupied for catering can be made and 
the rate ascertained. 

The job card will record the number of hours for each function. This 
ime will then be multiplied by the hourly rate and the amount charged 
fainst the job. The total of these amounts will be debited to the Control 
Account and the credit made to Rent in Process Account, to which latter 
account the payment for rent will be debited as it is made. At the close of 
ding the balance on this account representing underabsorbed or over- 
ibsorbed rent will be transferred as a special item to Profit and Loss Account. 
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Suitable bases for applying-the other expenses to costs will need to be 
established. A practical knowledge of the business would provide data 
upon which the various rates may be ascertained. 

The following accounts illustrate the effect of the above costing scheme: 


Supplies Account 
To Purchases . .. ...:_ £27 10 0 By Control Account . £27 10 0 


Direct Wages Account 
£20 0 O By Control Account . 


Direct Expenses Account 
£5 5 0 By Control Account . 


Rent in Process Account 


£26 0 O By Control Account . 
P.& L. A/c 
Underabsorbed 
Rent 


£26 0 O 


Depreciation and Replacements in Process Account 


Depreciation By Control Account . #2 14 3 
Reserve... -. 4 0 0 ; 
Crockery Replace- 
ee 10 0 
P.& L. A/c 
Overabsorbed 
Expense. .. .. 4 


£2 14 


Supervisory and General Wages in Process Account 


To Proprietor’s Cur- By Control Account . £5 8 6 
rent Account .. £6 0 O P. & L. A/c 
Underabsorbed 
Wages .. 


£6 0 0 £6 0 0 


Gas, Electricity and General Expenses in Process Account 


To Cash—Gas .. .. .. £2 10 By Control Account . £5 8 6 
Electricity . 1 15 P. & L. A/c 
Laundry .. Underabsorbed 
Piano tuning Expense .. .. .. - 
Decoration . 
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Catering. Costs Control Account 


To Supplies .. .. .. £2710 O By Catering Jobs 
Direct Wages... 20 O O Revenue . .. .. £108 10 0 
Direct Expenses . > 3°S 
Rent in Process . 22 0 O 
Depn. and Replac. 

in Process .. .. 214 3 
Supervisory and 

General Wages 

in Process .. .. 

Gas, Elec. - and 

Sundry Expenses 

in Process .. 


Profit and Loss Ac- 
count—transfer . 


£108 10 0 


Profit and Loss Account 


To Underabsorbed By Catering Costs Con- 
Diiv«a... 2 3. © trol Account— 
Underabsorbed Gas, transfer — 
Elec., and Sun- Overabsorbed De- 
dry Expenses .. preciation and 
Underabsorbed Replacements 
Supervisory and 
General Wages . 
Net Profit .. .. 15 


£20 8 


Jos Carp ANALYSIS 





Gas Super. 
Depn. | y)..’ 

Supplies and — = 
Replac.| s'dries | Wages 


Revenue 





15 0}1 10 0/110 0 
14 3/1 8 6/1 8 6 
1 00/2 00/2 00 
100; 100 











108 10 0 






































In the illustration given, wages, supplies and direct expenses have been 
made as direct charges against the jobs with which they are identified. Rent 
been charged at an hourly rate of £1 per hour. As the total time occupied 
by the jobs, as shown by the Job Card Analysis, was 22 hours, therefore 
only £22 of the rental paid, viz., £26, was absorbed into costs, leaving a 
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balance of £4 on Rent in Process Account representing the unabsorbed 
rental. 

Depreciation was debited to Depreciation and Replacements in Process 
Account and credited to a Depreciation Reserve (it could similarly have been 
credited direct to a Plant Account) and an amount of 10/- was spent on 
crockery replacements. The basis for charging depreciation and replace- 
ments into costs was 24% on revenue, so that £2/14/3 was absorbed, which 
is 4/3 more than actual expenditure or an overabsorption to that extent. 

Charges for gas, electricity and sundry charges not applicable to any 
particular job were charged into Sundry Expenses in Process Account and 
costs charged with 5% on revenue to cover these amounts. In this case the 
expenditure was underabsorbed by 12/-. 

Supervisory and general wages, also charged on the basis of 5% on 
revenue, were underabsorbed by 11/6. 

Sales are credited to the respective job cards individually and in total to 
the Catering Costs Control Account. The balance remaining on this account 
reveals the profit as disclosed by the Job Card Analysis and is transferred to 
Profit and Loss Account. To this account are also transferred the under 
and overabsorbed amounts from the various expense accounts. The final 
net profit as disclosed in this account is exactly similar to the profit figure 
shown by the general profit and loss account, as under, but it is obvious 
which method gives the more valuable and revealing information. 


General Profit and Loss Account 


To Supplies .. .. .. £27 10 By Catering Revenue £108 10 0 
Direct Wages .. 20 O 
Supervisory and 

General Wages . 6 0 
eae See 
Depreciation and 

Replacements .. 2 10 
Gas, Elec., and 

Sundry Expenses 6 0 
Direct Expenses . $ 3 


#93 5 
Net Profit .. .. 15 4 


Sot anton oC oo 8So 


£108 10 





Interpretation of Percentage Statements 


By Lestie W. Irwin, A.F.I1.A., A.A.1.S., A.C.A.A. 


“It has been said that figures never lie, but that statistics were of two 
classes; ‘Lies and D....d Lies.’” é 
The cynic who propounded the above statement, had evidently placed his 
faith in some Statistics, and not being versed in their interpretation had fallen 
a victim. Whether the statistics related to the form of racehorses we 4 § 
not enlightened. 
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The easiest class of Statistics, which induces fallacious reasoning, is the 
use and interpretation of percentage statements. While they are an under- 
standable and convenient method of presenting figures to the layman; if 
not presented in the proper manner they inevitably lead to wrong conclusions. 

I have been moved to point out these pitfalls, because of a Comparative 
Statement presented by Mr. P. E. Wiltshire, in the January issue of the 
Australian Accountant (p. 34). 

The text at the bottom of the statement contains these words, “this increase 
in Sales is accompanied by a rise im the rate of Gross Profit from 20% to 
21%.” I disagree that the rate of increase in the Gross Profit is equal to 1%, 
as inferred by the statement, but suggest that the rate is much higher, i.e., 7%. 

The difference may be explained by reason that instead of using the Sales 
figure in each period as a base, the comparison of the second period (1942) 
should be made against the first period (1941), and that an Index figure 
should be compiled to illustrate the movement that is taking place. Table I, 
which has been compiled on this basis, shows the ratios of Expense items to 
Sales, as well as the ratios to the previous year’s figures. 

The base figures of Mr. Wiltshire’s Statement being at different levels, 
leads to wrong interpretations when reading the percentage, e.g., Sales in 
both instances being cited at 100%, despite a £500 increase. 

In another instance, the expense item, Motor Expenses, has increased from 
£245 to £250, although the percentage has not moved. 

Again we have item, Advertising, remaining stationary at £200, but the 
percentage decreasing from -82% to ‘80%. 

While the ratio of Expenses to Sales is important, to my mind, when 
comparing previous periods, the significant figure is the variation from that 
base. 

Referring again to Table I, Sales are 2°04% higher, whilst Gross Profit 
is 71% and Total Expenses 4°5%. 


TaBLe I 
Comparison of Trading and Profit & Loss Account Figures 





Year ended 30/6/1941 Year ended 30/6/1942 Increase 





oO oO 
! Oo i o o 
Amount ae ee Amount Sates Basis Amc unt 








SALES + -. | £24,500 ) 100 | £25,000 |100 102-04 £500 


Gross Profits i £4,900 | 100 | £5,250 | 21 107-1 7° £350 
Expenses : 
Advertising - 200 -82 | 100 200 . 100- 
Depreciation én 100 . 100 100 . 100- 
Bad Debts o 275 -12 | 100 300 -$ 109: 
General Expenses 155 -63 | 100 175 . 112-é 
Insurance .. ~~ 100 . 100 125 “é 125- 
Interest .. “a 50 -20 | 100 50 . 100- 
Lighting, etc. sis 125 -51 | 100 150 . 120- 
Motor Expenses .. 245 -00 | 100 250 . 102- 
Stationery, Stamps 140 -57 | 100 150 . 107- 
Travelling Expenses 220 -90 | 100 250 ° 113°: 
Wages and Salaries 2,800 | 11-43 | 100 2,875 . 102- 


TOTAL EXPENSE £4,410 | 18-00 | 100 | £4,625 : 104-5 





























A further analysis made, also provides very significant data, relative to 
the rates of increase that are occurring. This is shown in Table II. 
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Taste II 
Comparison of Rates of Increase. Table I 





Increase 
1941 1942 
30th June | 30th June 





Amount Percent, 





Group |: 
Stationery and Stamps .. - £140 £10 7-0 
Gross Profits a aa a £4900 £350 0 


Group 2: 
Motor Expenses .. te eis £245 £i 
Wages and Salaries - és £2800 £7! 

















The comparison of the Trading and Profit & Loss Accounts, in the manner 
illustrated by both Tables, to my mind is a weapon that may be used by both 
the Accountant and Executive as a means of control of expenditure as the 
story related by Table I is clear and concise. 





EE I RRR: RARER SS 
R. J. OEHR, F.I.C.A. 


The death of Mr. R. J. Oehr, which occurred on May 8, has occasioned 
deep and widespread regret amongst the members of the Commonwealth 
Institute of Accountants by whom he was well known and very highly 
regarded. 

Mr. Oehr joined the Institute in 1894 and from the beginning he took a 
keen interest in its activities. He was one of the founders of the Students’ 
Society, which has been a valuable adjunct to the Institute, was for some 
years a member of its Committee and served a term as President. In 1909, 
on the retirement of Mr. J. P. Bainbridge, he was appointed Registrar of the 
Institute, which was then a purely Victorian body—the Incorporated Institute 
of Accountants, Victoria—and he did most valuable work in connection with 
the extension of its activities from a State to a Commonwealth, Institute. 

The great expansion which took place in the Institute activities and 
functions following the change over to a Commonwealth basis necessitated 
the engagement of a full-time Registrar—Mr. Oehr had combined the duties 
of Registrar with those of a Public Accountant. In 1937 he retired from the 
position of Registrar of the Victorian Division and in 1938 from that of 
Registrar to the General Council, and was succeeded in both positions by 
Mr. C. W. Andersen, who had been Assistant Registrar. 

Mr. Oehr took a deep interest in musical matters, was Secretary of the 
Melbourne Philharmonic Society for 33 years and Honorary Choir Master 
of the Cairns Memorial Church for 42 years. 

Mr. Oehr has left a widow, one son, who is a Captain in the A.LF., and 
two daughters. To them the deep sympathy of the Council and members 
of the Commonwealth Institute is extended. 
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Insurance Companies’ Accounts—IV 


The Assets 
By S. J. LENGYEL 


The assets side of insurance companies’ balance sheets does not present many 
particular questions. Insurance accounts are rather characterised by ‘the 
problematical nature of their liabilities. The auditing, analysis and interpreta- 
tion of assets are, therefore, in general much the same as in other classes of 
business. 

Nevertheless, there are some problems of investment policy and a few 
particular assets which require special consideration in order to get a better 
understanding of the financial structure of insurance companies. 


THE INVESTMENT PRINCIPLES 
I. General 


Insurance companies, life and non-life alike, though not on the same scale, 
are big investors and they play an important part in the capital and money 
markets, owing to the control over the concentrated savings of a great number 
of people. Their investment policy is naturally governed by the generally 
accepted principles of sound investment: security, diversification, liquidity and 
optimum yield, and yet, their position is different from that of other financial 
stitutions. Broadly, the relevant facts are: 

(a) To the ordinary man in search for security, insurance represents a 
fixed value without market variations, which is apparently quite independent 
of the fluctuations of the general economic life and, therefore, it must have a 
stability very different from most of the forms in which people place their 
savings. 

(b) Insurance companies, particularly life assurance companies, are the 
most important single group of long-term investors. Enormous amounts of 
money are in their hands available for practically permanent investment, and 
these are being constantly increased by further accumulations. These moneys 
represent a considerable part of the accumulated liquid savings of the nation, 
in fiduciary custody of the companies. So also do deposits with banks. But 
while a depositor in a bank can, if he wants to do so, withdraw his deposit at 
any time without loss, the position of the policyholder is very different. As a 
tule he cannot easily step out or change over to another company without loss 
in one way or another, maybe he cannot at all, if his health deteriorates 
meanwhile.! In principle the depositor’s relation to his bank is a short-term 
one and the balance on his account fluctuates up and down, while the insured 
istied pretty fast to his company and his equity moves in one direction only: 
upwards. 

(c) The magnitude of the amounts in question is illustrated by the facts 
that American life assurance companies’ total assets exceed $35,000 millions, 
those of the British companies are in the vicinity of £2,000 millions, while the 
Australian exceed £300 millions. The investment of such huge amounts, 
giving a concentrated economic power to a few men in control of 
the companies, ceases to be a purely private affair, and becomes one of 
tational importance. Consequently the companies in their investment policy 

1. In the words of the topical Beveridge Report: Life assurance is a contract for life or for 
‘long Period of years. It is not an article in regard to which the buyer can, without loss, change 

purchase or his seller, if he is dissatisfied. He cannot, having bought insurance from one 


ompany one day, buy less insurance or different insurance another day, as he can change his 
mcer or buy less of an article which he can no longer afford. 
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must look far beyond their individual interest (if something like that really 
exists in modern society with the wide ramifications of its economic relations), 
But even if some companies desired to ignore the national outlook, in most 
countries they could not do so because their investment policy is strongly 
influenced by legislation, either negatively by restricting the field of invest- 
ments, or positively by prescribing the holding of some class of securities, 
or by the combination of both positive and negative regulations. It is also 
subject to some form of governmental control in the interests of policyholders 
and the community as a whole. In the United States and Canada for 
example insurance business is closely supervised and detailed regulations 
governing investment are in existence. Conversely in Great Britain and the 
other Dominions legislative control is at a minimum; the insuring public 
relying for their protection upon a measure of publicity imposed by statute, 
combined with long-standing tradition of financial integrity of the leading 
offices. 

(d) Irrespective of the form of organisation, whether public company, 
mutual or government office, insurance is in every case basically a social 
service, though in practice some companies fail to realise this aspect of their 
business. 

All these facts have a definite bearing upon the nature and composition 
of insurance companies’ assets, which will be discussed in detail later. 
However, though problems like currencies, commodity values, inflation, 
taxation, Government interference are at present more topical in relation to 
investments it is still useful to discuss briefly from the insurance angle those 
general principles of investment policy mentioned above, before considering 
the assets. 


II. Security 

The term security in insurance may relate: (1) to individual investments, 
(2) to all the investments of a company as a whole, (3) to insurance with 
regard to its value in exchange, and (4) to the company as such. 

(1) Insurance companies are among the most expert investors. Their 
long, varied and sometimes costly experiences in finance are as helpful in the 
selection of the relatively soundest types of investments, as humanly possible, 
which is not too much anyway, since losses and depreciations were not avoided 
in the past and possibly will not be avoided in the future. In one way or 
another risks must be confronted in making investments. Policy-loans are 
riskless, but they are not investments in that sense, they are rather advances 
against policy claims. All other possible investments are far from absolute 
from the safety point of view. There is, however, a wide range in the degree 
of comparative safety among the different classes and types of possible invest- 
ments. Speaking in this relative sense, only investments accepted as the 
soundest for the time being are suitable for a business selling security, as 
insurance most certainly does. 

On the other hand the very solvency of life insurance companies is vitally 
dependent upon the earning of a certain minimum net rate of interest on 
their investments. The two postulates: maximum security and high yield 
are, however, somehow mutually exclusive, as interest return on investments 
varies inversely as the safety thereof, i.e., the higher the return the greater 
the risk. That does not mean, of course, that low return in itself warrants 
safety. An investment of poor quality probably won’t be improved by lower- 
ing the rate of interest, though such an action may occasionally ease the 
situation of the borrower. It means, however, that the yield cannot extend 
beyond a certain point without endangering security. The difficulty is to 
fix the limit of risk and to find the best combination of optimum return and 
maximum safety for increasing amounts of money in times of diminishing 
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supply of private bonds and mortgages and of steadily declining general rate 
of interest. 

During the war the companies have, of course, no option as all their 
available moneys go into Government loans of a net rate of interest which in 
many cases is below the requirements to maintain the funds. But in so-called 
normal times, which may or may not come again, they have the choice between 
a variety of possible investments and the question is which are the most 
desirable from the safety point of view. Broadly speaking investments may 
be divided into two distinct groups. One comprises investments representing 
ownership (real estate, shares and stocks), while the other represents public 
and private debts (Government and municipal bonds, corporate bonds, mort- 
gages, loans on policies, life interests, reversions, and securities, etc.). In 
the normal composition of an insurance companies’ investments those of the 
first group will represent a small proportion only. The ownership of real 
estates is strictly limited by statute or tradition, while the suitability or other- 
wise of shares and stocks for insurance, particularly life assurance, purposes 
is an open question. With the merits and demerits of the different classes 
of investment we deal later, but in principle it is certainly not the business of 
insurance companies to take active part in the management of industrial and 
commercial enterprises, in which large holdings of shares and stocks would 
inescapably involve them. As they cannot burden themselves with the 
responsibilities for such undertakings, of which they have little knowledge, 
their natural part in financing business is that of the lender and not of the 
owner. Investing in, debts someone else takes the loss first, if the property 
behind the investment declines. Furthermore the debt will be honoured 
before profits are taken and therefore the loan has the best protection that 
business can afford. Nevertheless in countries where the holdings of stocks 
and shares is not prohibited as, for example, in Great Britain, a limited 
proportion of the available moneys is invested in such securities. 

It is not scientifically very sound, in a rapidly and violently changing 
world, to attempt to state the different classes of possible investments in order 
of safety. If an attempt should be made, it would necessarily show all the 
weaknesses of generalisations. Policy loans are, of course, riskless. Life 
interests and reversions and loans on them have an excellent safety record 
also. First mortgages on freehold properties to a limited percentage of their 
carefully assessed value are normally a good type of investment though not 
without risks. All these investments are characterised by fixed rates of 
interest, unelasticity for valuation purposes against the variations in the 
general rate of interest and by the lack of regular markets. In the group of 
convertible securities, characterised by fixed rates of interest, long terms, easy 
marketability and a rather marked sensitiveness for valuation purposes toward 
the fluctuations of the general rate of interest, Government loans, both re- 
deemable and irredeemable are for domestic purposes probably as safe as the 
social order they represent, though many governments (not in U.S.A. or 
Great Britain), unilaterally reduced or suspended the servicing of their debts. 
The debentures of well established industrial and commercial corporations 
with recognised safety records follow closely in safety to government and 
ither public debts, though it must not be forgotten that apart from market 
fuctuations the intrinsic value of such securities may, because of adverse 
trading results, change also. The remaining form of convertible security 
§stocks and shares, both ordinary and preference, the income from the former 
ting variable and from the latter fixed. The value of these depends upon 
the fortunes of the business unit, partial ownership of which they represent. 
investments in such securities are prohibited in the most important American 
States. In Great Britain it is as a rule traditionally restricted to a small 
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proportion of the total investments, though in individual cases it may be not 
inconsiderable. 

These are the types of investments. of insurance companies and they cer- 
tainly confirm the statement of the U.S. Senate Committee appointed to in- 
vestigate the concentration of economic power, that, on the whole, insurance 
companies invest their moneys in the safest bonds and mortgages that money 
can buy. But still, losses and depreciations occur. It will suffice to recall here 
the experiences of some British companies with their Continental investments 
and those of the American companies with their farm and urban mortgages, 
railway bonds and public utility loans during the last economic depression. 

(2) The security rate of all investments of a company as a whole, in con- 
trast to that of the individual securities, is dependent upon the extent of their 
diversification—the proportions in which their holdings are spread over all 
possible classes and types of securities. The right composition of the whole 
portfolio of investments offers enhanced security over and above that of the 
individual investment, since variations in the total investments have com- 
pensatory effect on the whole, offsetting losses in one class by gains in others, 
and losses in.capital by an increased yield on new investments. The safety 
rate of a company’s investment as a whole is, therefore, in no way identical 
with the sum of safety offered by the individual investments. But those com- 
pensatory effects could hardly be expected in case of a collapse in security 
values due to general economic depression. In Keynes’ word: No body which 
is responsible for the investment of large sums of money can hope to be 
immune from the major movements of the market as a whole, whether upwards 
or downwards. 

(3) Price fluctuations on the financial markets and the question of solvency 
of the borrowers are not the only perils to the safety of investments. Perils 
may come from the currency angle also, 

These may arise either from violent downward changes in the purchasing 
power of money or from changes in the exchange relationship between the 
domestic and foreign currencies, and we should be quite clear as to the effect 
of such developments on insurance contracts, particularly in the present 
conditions. 

Insurance policies are contracts in currency and though the ideal would be 
to return value for value, the contract is fulfilled by returning money for 
money. Ina period of inflated prices securities in.currency are bound to lose 
their real value, currency depreciation being always beneficial to debtors at 
the expense of creditors. To the extent of nearly all their investments in- 
surance companies are creditors in currency and anything in the nature of 
inflation operates to their disadvantage as creditors. But as at the same 
time and to about the same extent they are also debtors in currency to their 
policyholders, the quantitative relations between their assets and liabilities 
are scarcely affected by drastic qualitative changes. It is not necessary to 
expatiate on the tragedy of such a major national debacle, however, the fact 
is that inflation in the extreme may reduce the real value of the money to 
nothing and still, the equilibrium between assets and liabilities would be 
maintained, both being in main pure monetary values almost without any 
backing by physical wealth. It has been suggested that it should be possible 
to frame an investment policy which would cope with such a situation by 
changing over in proper time from investments in debts to those representing 
ownership. In practice, however, this is obviously impossible on a large 
scale and therefore both companies and policyholders would become the victims 
of the debacle which is beyond the control of any private institution. 

This statement applies, however, to the domestic sphere only, for in inter- 
national relations the hazards of currency depreciations are of a different 
nature altogether. These risks were almost forgotten in pre-war time owing 
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to the long period of relatively stable exchange relations between the main 
currencies. Because of this fact and in the absence of legal prohibitions 
companies did not hesitate to contract liabilities in a given currency, backed 
by investments in another. However, the risk of such a practice is obvious. 
If the currency of the investments depreciates against the currency of the 
liability, a difficult position may arise, as was sorely experienced during the 
hectic currency fluctuations of the inter-war period. It is not legitimate for 
insurance companies to run such risks, even though in an inverse situation 
big profits are looming. Because of those experiences and as a lesson of 
them a new principle was added to the old set of investment principles, that 
of currency identity in assets and liabilities. It is a principle of common 
sense to hold sufficient assets to back the liabilities in the same currency, thus 
rendering the business independent of fluctuations in each currency, whichever 
way the currency fluctuates. This principle of monetary congruency now 
works automatically in most countries, as Governments were quick to learn 
the lesson: the backing of insurance liabilities by investments in the same 
currency and keeping them in the country of origin became mandatory by 
statute almost everywhere. 

(4) Security offered by companies as such is again very different from 
those of the individual investments or the total investments of a company as a 
unit. The wealth of a company is far from identical with the sum of the 
value of individual investments or with that of the whole; generally it is 
considerably more. The capital of the company, if any, its visible and 
invisible reserves, the worth of its existing insurance portfolio and its agency 
plant, its connections with other insurance companies, its reinsurance arrange- 
ments, etc., represent greatly enhanced security over and above that embodied 
in the investments both individually and collectively. In life assurance the 
safety margin in the premiums constitute an additional strong factor of 
security. The wide latitude offered by the power to reduce bonuses makes it 
unlikely for a well established life assurance company actually to go insolvent, 
though such an event is, of course, not altogether impossible. 

The customary standards by which to test the security of an insurance 
company however, have their limits. Facing the giants of American or 
British insurance companies, say the Metropolitan with its visible assets valued 
at nearly $5500 millions, all our commercial conceptions of valuation both 
of assets and liabilities are pitifully inadequate. As a matter of fact companies 
with such concentrated financial power already have far outgrown the limits 
of private enterprise and become a part of public finance, sharing its destiny 
for good and evil. Their financial safety is virtually a question of public 
finance and has to be approached in the spirit of public affairs, with all 
implications of such a fact. Insolvency of such companies is unimaginable 
otherwise than as a consequence of previously declared bankruptcy of the 
Government itself. 

Summarising the question of safety in insurance the dictum of Augustus 
de Morgan still stands: “There is nothing in the commercial world which 
approaches, even remotely, the security of a well established life office.” As 
an institution it will not fail to honour its obligations in currency in any case. 
But insurance as a protection against the variations in the amount of com- 
modities which the premiums or sums assured will purchase is quite a 
different proposition. 


Ill. Interest 


_ Life assurance is based on the assumption that money has a steady return, 
\€,, it accumulates by compound interest. By contracting life assurance to 
afixed average yearly premium for the whole duration of a long-term trans- 
ation, the company assumes that it will be able to invest the moneys accumu- 
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lating out of the premiums received at a definite minimum net rate of 
interest, and it will base its calculations of the necessary premium on that 
rate. It is clear then, that, ignoring for the moment some other considera- 
tions, the solvency of the company depends on the average earning of a net 
interest upon its investments at not less than the anticipated rate. To make 
such an assumption is obviously one of the most important decisions in the 
financial structure of a life assurance company. It is tantamount to a fore- 
cast of the future trend of interest for a long period ahead. 

This is not the only prediction actuaries have to make in calculating the 
price of life assurance. The future! trend of mortality and expenses are the 
main other factors. However, while the rate of mortality in a large number 
of persons can in the present advanced stage of actuarial science be estimated 
with reasonable accuracy, there is nothing very scientific in assuming a con- 
stant net rate of interest for a long period to come. The actual rate of 
mortality experienced from year to year will, of course, also differ from 
that expected, since mortality tables are drawn from data of earlier periods, 
while conditions are constantly altering. However, the variations in the 
underlying facts: age, sex and class of life, of which mortality is a function, 
are not violent, and will not greatly affect the general form of the constructed 
curve of mortality. 

It is a different case to forecast the future trend of interest, its variations 
and magnitude. The different theories of interest are not really helpful in 
such a prediction either. According to the classical theory the rate of interest 
at any time was governed by the laws of supply and demand, or in the more 
profound language of economists it is the factor which brings the demand 
for investment and the willingness to save into equilibrium with one another. 
Modern economists deny, however, that individualist capitalism possesses 
an automatic mechanism which brings about such an equilibrium; as saving 
and investment are governed by different sets of factors.2 But apart from 
that, the relative magnitude of future supply and demand of capital is hardly 
predictable for a very long period ahead, and even if it were, the so-called 
laws of supply and demand apply to free market conditions only, which do 
not exist under conditions created by monopolies and government control. 

Neither are other theories more helpful, whether they explain the changes 
in the rate of interest by changes in unemployment, or the relative price levels 
of consumption goods and capital goods, or the marginal efficiency of capital. 
The underlying factors of all these premises are for a long future period 
largely unpredictable themselves. The most fascinating theory for actuaries 
is that of Prof. Cassel’s natural or normal rate of interest, largely as a 
function of the length of human life. This theory would certainly provide 
a basis to forecast the interest rate with the same relative safety as that of 
mortality, but so far there is scanty evidence of its validity. 

However, even if there were something like a natural or normal rate of 
gross interest, it would and could still not relate to the rate of interest after 
deducting all taxes thereon and all depreciations; in other words to the net 
rate of interest, which is the sole concern of actuaries. The incidence of 
taxation and other government and political actions affecting the net rate 
of interest are rather recent additions to the already difficult problem of 
interest, still more complicating the question. 

Summing up the theoretical situation, it is obvious that, because of the 
human forces involved, there is so far no body of knowledge in existence by 
which to forecast the net rate of interest for a long period ahead, within 
the limits of deviations applying to the forecast of the rate of mortality. 

In the absence of theoretical guidance we turn to empirical knowledge. 
The century or so before-the First War is characterised from this point ol 


2. Colin Clark limits this hypothesis to short periods only. 
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view by a remarkable steadiness of the average rate of interest, despite con- 
siderable variations between capital-hungry and capital-sated periods. The 
dominant factors of this period were a vast expansion of the population, great 
immigration, constantly opening opportunities for profitable investments in 
old and new territories and technological inventions. Hansen attributes the 
finding of investment outlets for enormous masses of capital in the nineteenth 
century to no other reason than that the population of England quadrupled, 
that of Europe trebled, while that of the United States increased fifteenfold. 
These developments came, at least temporarily, to an end in the early years 
of the present century, and in the inter-war period we experienced a 
situation of “Idle Money Idle Men,” a fabulous accumulation of savings in 
sme countries and diminishing demand for new capital. Under such con- 
ditions life assurance companies found themselves in a rather vicious position. 
In their search for adequate investment outlets for rapidly increasing funds 
acumulating in their hands they exercise an automatic pressure on the 
interest level. By trying to solve their investment problem they aggravate 
their own interest worries. In U.S.A. investment earnings of life assurance 
companies dropped from 5:03% in 1930 to 3°44% in 1940, and in Great 
Britain in the same period from 4°16% to 3:12%. As higher yielding 
securities have to be replaced by new investments at lower rates of interest, 
the return is still ‘falling. With rare exceptions companies still achieve a net 
rate of interest on the whole of their investments sufficient to maintain the re- 
serves, but the question of new investments becomes increasingly difficult. The 
big changes which took place between the two Wars are strikingly illustrated 
by the fact that the First War was financed by Great Britain on 5-4% basis, 
against the corresponding figure of 2°75% for the Second War. For life 
assurance companies the contrast is even more pronounced owing to the 
changes in income tax. This means inevitably rising prices of life assurance, 
dither by charging higher premiums or by cutting dividends, and raises the 
question of the magnitude and types of new business to reduce the problems 
dong with accumulating cash. 

The rate of interest on the different classes and types of investments varies, 
course, with the different length of time for which the loans are made, with 
heir safety and convertability and the different rates of expenses in the 
management of the investment. Short-term loans yield as a rule lower interest 
than long-term ones, but they are less sensitive to market fluctuations. On 
the other hand long-dated securities are characterised by higher returns fixed 
or a long period, but liable to more violent price variations. Obviously in 
imes of falling rates of interest long-term securities are preferable, and 
vice versa. Normally a reasonable rate of combination between investments 
it short-term and long-term loans may give the best compensation whichever 
direction developments progress. 

Here again Policy-loans are on top; they have a relatively high yield, 
mastic to variations of the general trend of interest. Some special invest- 
nents, like life interests and reversions and loans thereof, yield a better return, 
ince they are not suitable investments for the general public. The yield of 
uortgages is generally higher than that of government securities; according 
Lever the changes in it followed approximately twelve months after 
wrresponding changes in the yield on British government securities. 

What the future holds is largely a guess. It seems to many that the last 
‘ntury was a unique period in history, something like a historical accident 
vhich will not recur. Colin Clark and others predict that at the conclusion 
tthe present war the world’s capital hunger will again be paramount, with 
“1 upward trend in interest rates. In this prediction he is not disturbed by 
Mssible political and social upheavals, however violent, which—in his belief— 

ve surprisingly little effect on the long-term trend of economic events. 


§. Vide: Allen: Whither Interest Rates? New York, 1940. 
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In non-life insurance business interest is not a visible factor in rate-making 
and in the calculation of liabilities under the existing policies, but in some 
classes of insurance it is a factor in the calculation of the provision for oyt. 
standing claims. Nevertheless, a glance at any non-life business statistics 
reveals the fact that the interest revenue is responsible for the best part of the 
net profit and a very different scale of premium rates would need to be charged 
in all branches, if the companies did not have additional income in the form 
of interest. 

The seemingly more academic question whether interest in non-life insur- 
ance is a part of the underwriting profit, or an investment item, has a very 
real practical significance. In Great Britain and in America interest in 
non-life insurance is generally treated as an entirely investment item, though 
the British standard forms of Revenue Accounts provide for the incorporation 
of the departmental interest into the underwriting receipts, and this practice 
is rightly followed by some companies. The provisions of unearned premiums 
and outstanding claims, in American term the policyholder’s equity, is asa 
rule far in excess of the shareholders’ equity and therefore the major part 
of the interest earning comes from the administration of the policyholders’ 
money and not from investments of the companies’ own capitals. 


IV. Liquidity 

The degree of liquidity required in the investments of insurance companies 
is determined by the nature of the two main branches of their business: life 
assurance and other lines of. insurance. 

Life assurance is a long-term financial transaction, other lines of insurance 
are as a rule short-dated contracts. In life assurance the individual risk is 
constantly increasing with time, in other lines of insurance its normal variability 
is negligible. As a consequence of this fact life assurance premiums represent 
a combination of risk-cover and saving, while other lines of insurance are 
devoid of saving character. In life assurance, savings for future needs are 
accumulating in the hands of the companies in an almost uninterrupted even 
flow, forming a quasi-permanent fund, which as a whole has no maturity date, 
in other lines of insurance no such funds are existent. The cash demand in 
life assurance can be calculated with reasonable accuracy in advance, in other 
lines of insurance losses are less regular and the possibility of conflagrations 
must never be forgotten. To be sure, the incidence of some non-forfeiture 
concepts in life assurance is less predictable than death claims and maturities, 
but the demand for cash surrenders and policy-loans seldom comes with a 
run, though in times of depression it may become more brisk. 

For all these reasons the liquidity needed in the investments of life assurance 
companies appears to be immensely less than that of other classes of insurance 
or with such institutions as banks. Banks lend money on overdraft and hold 
liquid assets in the form of short-term Treasury bills, commercial bills, etc, 
while life assurance companies having created long-term contracts at a guafat- 
teed rate of interest ought to find suitable long-term investments to form the 
counterpart of these policies, if their business is to be soundly and scientifically 
conducted. In practice such a synchronisation of obligations and rights cannot 
be achieved, but life assurance companies can certainly lock up the assets 0 
their main funds in long-term investments and keep only a small proportion 
of them in liquid form, while the situation in other lines of insurance is some 
how reversed. 
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War-Time Responsibilities of Business Executives 
By C. L. S. Hewitt, B.coM., A.1.C.A., A.C.A.A. 


National Security (Malt) Regulations 

These Regulations provide for the setting up of a Malt Industry Committee 
io control the manufacture and distribution of malt in Australia with a view 
fo securing economy in the use of manpower and resources in the production 
and distribution of this commodity. The Committee has power to regulate, 
restrict and prohibit the production or distribution of malt. 


National Security (War Service Moratorium) Regulations 

A further amendment to these Regulations alters the conditions under 
which a soldier’s dependent may be, in certain circumstances, ejected from a 
dwelling house. 

It is provided in the amendment that it shall not be lawful to evict a 
wldier’s dependant unless that dependant has failed to comply with the terms 
upon which occupancy of the dwelling house was permitted and, in addition, 
that the person seeking to evict the soldier’s dependant has obtained the leave 
d the Court. The Court in considering an application for such leave must 
consider all the circumstances of the case, and in particular must have regard 
toany provision made by the person seeking the leave, for other accommoda- 
tion for the soldier’s dependant. 

The amendment goes on to define suitable accommodation and provides 
that among other things the floor area of the accommodation must not be less 
than that of the house at present occupied, and the rent must not be greater 
than that at present paid. 


National Security (Landlord and Tenant) Regulations 

Amendments to these Regulations provide for an alteration in the procedure 
to be followed in obtaining the ejectment of a tenant from a dwelling house. 
The notice to quit must be given in accordance with the Regulations as 
previously existing, but an application for an ejectment order must be made 
toa Court of competent jurisdiction. In the past Fair Rents Boards dealt 
with these cases. 

Legal representation of persons who are parties to ejectment proceedings 
sno longer prohibited by the regulations and that restriction applies only to 
proceedings for the determination of a fair rent before a Fair Rents Board. 


Supply and Development (Administration) Regulations 

An amendment to these regulations provides for the appointment of a 
food Purchasing Board which is to be responsible for the purchase of food 
and for the performance of services in connection with the production, supply 
and distribution of food. 


National Security (General) Regulations 

An order under these regulations sets out the restrictions on styles and 
qualities of manufactured footwear. These restrictions refer to the technical 
process of manufacture and in particular specify the colours, linings and other 
tyles that may be adopted in the manufacture of different types of footwear. 


National Security (General) Regulations 

An Order issued under these Regulations provides that on and after the 
lt April, 1943, a trader shall not in connection with the disposal of coffee, 
whether by wholesale or retail, issue any gift coupons. 

Provision is made for the redemption of coupons before the 30th April, 1943. 
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National Security (Tea Control) Regulations 

An Order issued under these Regulations provides for the control 
transactions in typewriters. The sale of typewriters, other than to persg 
registered under the terms of the Order or to others approved by the Directing 
Authority set up by the Order, is forbidden and similarly the purchase @f 
typewriters is not permitted unless from a registered seller or with # 
approval of the Directing Authority. 


National Security (Prices) Regulations 

On the 12th April, 1943, the Government announced the adoption of ¢ 
Price Stabilisation Policy in Australia, and subsequently an order was issughh 
by the Commonwealth Prices Commissioner forbidding increases in pricege 
above the level ruling on 12th April, 1943. This general order applies to aif 
commodities and services with one or two exceptions, including perishable) 
primary products. 

It was stated that in order to consider relief to traders from increased costs) 
which may be unavoidable, such as higher landed costs of imported goodgy 
and increases in labour costs, a Price Stabilisation Committee would 
constituted. @ 

Traders would, as in the past, continue to make application to the Pricgg 
Commissioner and instead of his approving of an increase in retail prices Hey 
would, where he considered that relief was justified, submit the application) 
to the Price Stabilisation Committee for consideration of a subsidy paymentil 
This Committee would then determine whether or not relief could be achieved 
by other means, such as internal economies or rationalisation within the) 
industry and would then make a decision as to whether or nct a subsidy couldy 
be paid. ; 

Prices Regulation Order No. 666 which provided in the past a generale 


control over the prices of goods, continues to operate in those cases wherey 
prices calculated in accordance with the provisions of that Order would 1 
lower than those operating on 12th April, 1943. 
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